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MEMORANDUM IN SUPPORT 

INTRODUCTION 

Relator objects to the Commission setting a rate to be paid by Competitive 

Retail Electric Service Providers (CRES) for capacity and asks this Court to grant 

it writs of Prohibition and Mandamus. The simple fact is that these rates are in 

effect. The tariffs imposing this charge are in place and CRES providers are pay­

ing them. A writ of Prohibition will not issue to reverse an action already taken 

and this action has been taken. Prohibition is not available. Further the Relator 

has a complete remedy at law, specifically a statutory appeal of right and the stat­

utory ability to seek a stay of the Commission order. As there is a complete rem­

edy at law, Mandamus is not available. Relator has no case and the Complaint 

should be dismissed. 

FACTUAL BACKGROUND 

The factual background is described in the pleadings of Relator and will not be 

repeated here save to say that the proceedings below have been remarkably complicated 

as will be seen if appeals are taken after the Commission issues final orders in 10-2929-

EL-UNC (Capacity Pricing case) and 11-346-EL-SSO, et al. {ESP II case). 



ARGUMENT 

I. Relator is not entitled to a writ of prohibition. 

The Court must dismiss an original action if it appears firom the pleadings that the 

relator can prove no set of facts that would permit issuance of the writ. State ex rel 

Lanham v. Ohio Adult Parole Auth., 80 Ohio St.3d 425, 426, 687 N.E.2d 283 (1997). As 

the Court well knows, a writ of prohibition is an "extraordinary remedy which is custom­

arily granted with caution and restraint." State ex rel Henry v. Britt, 67 Ohio St.2d 71, 

73,424 N.E.2d 297 (1981). Because of its extraordinary nature, the Court has held that it 

will not grant a writ of prohibition "routinely or easily." State ex rel Barclays Bank PLC 

V. Hamilton Cty. Court of Common Pleas, 74 Ohio St.3d 536, 540, 660 N.E.2d 458 

(1996). The right to prohibition "must be clear, and in a doubtful or borderline case its 

issuance should be refused." State ex rel Merion v. Court of Common Pleas of 

Tuscarawas Cty., 136 Ohio St. 273, 277, 28 N.E.2d 641 (1940). 

To be entitled to a writ of prohibition. Relator must prove all three of the follow­

ing elements, which require Relator to show that "(1) respondents are about to exercise 

judicial or quasi-judicial power, (2) the exercise of that power is unauthorized by law, 

and (3) denying the writ will result in injury for which no other adequate remedy exists in 

the ordinary course of law." State ex rel. Youngstovi/n v. Mahoning Cty. Bd. of Elections, 

72 Ohio St.3d 69, 71, 647 N.E.2d 769 (1995) (internal citations omitted). Relator, who 

bears the burden of proof on each necessary element, simply cannot establish these ele­

ments. Its request for an extraordinary writ must be refused. 



A. Relator cannot demonstrate that the Commission is '̂ '̂ about 
to exercist judicial or quasi-judicial power.** 

Relator is too late. The actions that Relator seeks to prohibit have already been 

taken. The tariffs to which Relator objects are already in place. Prohibition will not lie 

to undo a "fait accompli" or prohibit a decision or order that has already been made. 

E.g., State ex rel Ohio Stove Co. v. Coffinberry, 149 Ohio St. 400, 79 N.E.2d 123 (1948), 

syllabus. Further, the Commission is exercising legislative not judicial or quasi-judicial 

power. 

1. The Tariffs are already in effect. 

Relator is not challenging actions that the Commission is "about to" take. Instead, 

Relator attacks orders that the Commission has already issued. It has long been estab-

Ushed that writs of prohibition are not meant for reviewing the regularity of acts already 

performed. As this Court held: 

A writ of prohibition may be awarded only to prevent the 
unlawful usurpation of jurisdiction and does not lie to prevent 
the enforcement of a claimed erroneous judgment previously 
entered or the administrative acts following the rendition of a 
judgment *** . It may be invoked only to prevent proceeding 
in a matter in which there is an absence of jurisdiction and not 
to review the regularity of an act already performed. 

(Emphasis added.) State ex rel Moss v. Clair, 148 Ohio St. 642, 76 N.E.2d 883 (1947), 

paragraph one of the syllabus (intemal citations omitted). See also Coffinberry, 149 Ohio 

St. 400. 

Relator asks this Court to undo the July 2,2012 and August 8, 2012 Orders that 

the Commission already handed down in the Capacity Pricing and ESP II cases 



respectively. For example. Relator asks this Court to "prohibit the Commission fi-om 

inventing and applying a Cost-Based ratemaking methodology to increase significantly 

and uniquely [Ohio Power's] compensation for generation capacity service available to 

CRES providers serving retail customers located in [Ohio Power's] service area." Com­

plaint at 23. But the Commission's Capacity Pricing Order already asserted jurisdiction 

under the Revised Code to establish a cost-based state compensation mechanism (SCM). 

In the Matter of the Commission Review of the Capacity Charges of Ohio Power Com­

pany and Columbus Southern Power Company, Case No. 10-2929-EL-UNC {Capacity 

Pricing) (Opinion and Order at 22) (July 2,2012) ("We conclude that the state 

compensation mechanism for [Ohio Power] should be based on the Company's costs."). 

Relator's App. at 222.̂  Relator also asks this Court to "prohibit the Commission from 

authorizing [Ohio Power] to collect the above-market portion of such increased compen­

sation on shopping and non-shopping customers through non-bypassable charges now 

and later. Complaint at 23. But the ESP II Order already authorized Ohio Power to col­

lect this compensation. In the Matter of the Application of Columbus Southern Power 

Company and Ohio Power Company for Authority to Establish a Standard Service Offer 

Pursuant to Section 4928.143, Revised Code, in the Form of an Electric Security Plan, 

Case Nos. 11-346-EL-SSO, et a l {ESP //) (Opinion and Order at 51) (August 8, 2012), 

Relator's App. at 319. These are just two examples of Relator's attempt to undo what the 

References to Relator's appendix, filed in conjunction with its Complaint for 
Writs of Prohibition and Mandamus, are denoted "Relator's App. at ;" references to 
Respondents appendix attached hereto are denoted "App. at ." 



Commission has already done. R.C. 4903.15 makes Commission orders effective 

immediately. There is no further delay in the effectiveness of these orders; tariffs are 

filed and rates have been implemented. 

The Commission already acted in issuing the Capacity Pricing and ESP II Orders. 

Those orders, as a matter of law, are immediately effective upon their issuance. 

R.C. 4903.15, App. at 2, Because prohibition is a preventive, not a corrective remedy, it 

cannot be used to circumvent the standard review and appellate process. See State ex rel 

Celebrezze v. Butler Cty. Common Pleas Court, 50 Ohio St.2d 188, 190, 398 N.E.2d 777 

(1979). A writ or prohibition "cannot be used to review the regularity of an act already 

performed." Id. Relator's Complaint must be dismissed. 

2. Ratemaking is a Legislative Function. 

Neither the Capacity Pricing Order nor the ESP II Order involved the exercise of 

judicial or quasi-judicial authority. Both orders were issued pursuant to ratemaking 

authority'. 

Ratemaking is a "legislative fianction," not a quasi-judicial one: 

At common law, a utility had the same right as other busi­
nesses to set the rate for its services. Its customers had no 
substantive right to a fixed rate, and thus had no procedural 
rights in the ratemaking process. With the advent of regula­
tion, ratemaking became solely a legislative function and, 
absent express statutory provision, ratepayers had no right to 
participate in that process through the ballot box. 

Consumers' Counsel v. Pub. Util Comm., 70 Ohio St.3d 244,249, 1994-Ohio-469, 638 

N.E.2d 550 (emphasis added). See also Dayton Power & Light Co. v. Pub. Util Comm., 



4 Ohio St.3d 91, 98-99,447 N.E.2d 733 (1983) (referring to the "legislative power to fix 

utility rates" and referring to the rate-setting agency as the legislative body's "adminis­

trative surrogate").^ 

Because the Commission exercised legislative authority, prohibition is unavaila­

ble. Relator's Complaint should be dismissed. 

B. Relator has not established that the Commission lacked 
jurisdiction. 

Unless the Court determines that Relator has met its heavy burden of showing that 

the Commission patently and unambiguously lacks jurisdiction over the Capacity Pricing 

case and the ESP II case. Relator's Complaint should be dismissed. Relator's Complaint 

pleads no such claim. 

Neither can Relator meet its burden. The Commission has wide-ranging authority 

over public utilities in Ohio that this Court has described as "broad and complete." 

Kazmaier Supermarket,Inc. v. Toledo Edison Co., 61 Ohio St.3d 147, 150-51, 573 

N.E.2d 655 (1991). 

The United States Supreme Court also has consistently held that ratemaking is 
legislative in nature. See Permian Basin Area Rate Cases, 390 U.S. 747, 776, 88 S. Ct. 
1344 (1968) (noting that the view of administrative ratemaking uniformly taken by the 
Court is that the "legislative discretion implied in the ratemaking power necessarily 
extends to the entire legislative process, embracing the method used in reaching the leg­
islative determination as well as that determination itself); New Orleans Pub. Serv. Inc. 
V. Council of New Orleans, 491 U.S. 350, 371,109 S. Ct. 2506 (1989) (holding that an 
action brought by a utility for a rate increase was legislative in nature); FPC v. Natural 
Gas Pipeline Co, 315 U.S. 575, 599,609,62 S. Ct. 736 (1942) (concurring opinion stat­
ing that ratemaking is "legislative price fixing" and referring to the "legislative power to 
fix utility rates"). 



R,C. Title 49 sets forth a detailed statutory framework for tiie 
regulation of utility service and the fixation of rates charged 
by public utilities to their customers. As part of that scheme, 
the legislature created the Public Utilities Commission and 
empowered it with broad authority to administer and enforce 
the provisions of Title 49. 

Id. at 150. Indeed, "there is perhaps no field of business subject to greater statutory and 

governmental control than that of the public utility." Id. The Commission thus has 

"exclusive jurisdiction over various matters involving public utilities, such as rates and 

charges, classifications, and service." State ex rel Ilium. Co. v. Cuyahoga Cty. Court of 

Common Pleas, 97 Ohio St.3d 69, 2002-Ohio-5312, 776 N.E.2d 92, ̂  18, quoting State 

ex rel Cleveland Elec. Ilium. Co. v. Cuyahoga Cty. Court of Common Pleas, 88 Ohio 

St.3d 447, 450, 727 N.E.2d 900 (2000); accord State ex rel Columbus Southern Power 

Co. V. Pais, 117 Ohio St.3d 340, 2008-Ohio-849, 884 N.E.2d 1, H 19. The complaint 

should be dismissed. 

1. Relator has not shown that the Commission lacked 
authority in the Capacity Pricing case. 

Relator claims that the Commission lacked jurisdiction in the Capacity Pricing 

case to establish a cost-based capacity charge because capacity is a competitive and 

unregulated "retail electric service" within the meaning of R.C. 4928.01(A)(27). But, the 

Commission found that it was not a retail service. In the Capacity Pricing Order, the 

Commission considered the statutory definition of "retail electric service" set forth in 

R.C. 4928.01(A)(27) to reach the obvious conclusion that wholesale capacity service is 

not a "retail electric service." Capacity Pricing Order at 13, Relator's App. at 213. This 



Court gives considerable weight to the Commission's expertise in interpreting a law 

where "highly specialized issues" are involved and where agency expertise would, there­

fore, be of assistance in disceming the presumed intent of the General Assembly. Con­

sumers' Counsel v. Pub. Util Comm.,5S Ohio St2d 108, 388 N.E.2d 1370 (1979). 

The Commission here correctly concluded that capacity service is not provided 

directly to retail customers, but rather is a wholesale transaction between Ohio Power and 

Competitive Retail Electric Suppliers (CRES) providers operating in Ohio Power's ser­

vice territory. Capacity Pricing Order at 13, Relator's App. at 222. As such, the 

Commission concluded that it was authorized to set a cost-based rate for capacity pursu­

ant to the Reliability Assurance Agreement (RAA) - which, as noted, is part of a Federal 

Energy Regulatory Commission (FERC) approved tariff- and this Commission's general 

supervisory authority over public utilities under R.C. Chapter 4905. The Commission 

asserted its jurisdiction after the FERC action deferring to the State Compensation Mech­

anism in the December 2010 decision that started this Commission investigation.^ 

Relator argues that the Commission lacked authority because it was required to conduct a 

traditional base rate case under R.C. Chapter 4909. Relator is wrong. The Commission 

indicated that it was exercising authority to establish a state compensation mechanism 

under R.C. 4905.04, 4905.05, and 4905.06, as well as under Chapters 4905 and 4909 and 

tiie FERC-approved RAA. Capacity Pricing Order at 12-14, 22, Realtor's App. at 212-

214,222. Even if Relator was correct, a procedural error of this sort is exactly what the 

FERC Docket No. ERll-2183 



normal appeal process is intended to resolve. It caimot form the basis for a writ of Prohi­

bition. 

As referenced above. Relator's theory that the Commission lacked jurisdiction to 

establish cost-based pricing for capacity service also assumes that capacity service is a 

"competitive" retail electric service. Memorandum in Support at 56 (once declared com­

petitive, the capacity service is beyond the scope of the provisions contained in 

R.C. Chapter 4909). This conflicts with the Commission's express findings and the 

uncontested facts established in the evidentiary record below. Relator even defeats its 

own proposition by explicitly acknowledging that some generation services can be priced 

based on cost. Id. at 66. 

Commissioner Roberto's concurring decision noted: 

I agree with the majority that tiie Commission is empowered 
pursuant to its general supervisory authority found in Sections 
4905.04,4905.05, and 4905.06, Revised Code to establish an 
appropriate rate for the Fixed Resource Requirement service. 
I also agree that pursuant to regulatory authority under Chap­
ter 4905, Revised Code, as well as Chapter 4909, Revised 
Code a cost-based compensation method is necessary and 
appropriate. Additionally, I find that because the Fixed 
Resource Requirement is a noncompetitive retail electric ser­
vice, the Commission must establish the appropriate rate 
based upon traditional cost of service principles. 

Capacity Pricing (Concurring and Dissenting Opinion of Commissioner Cheryl L. 

Roberto at 4) (July 2, 2012), Relator's App. at 245. Commissioner Roberto's conclusion 

that capacity service should be considered non-competitive was based on the simple 

factual observation that "[n]o other entity may provide this service during the term of the 

current [Ohio Power] Fixed Resource Requirement Capacity Plan [through May 2015]." 



Id. at 2, Relator's App. at 243. The underlying facts were not contested by parties below. 

Ohio Power had to sell and CRES providers had to buy capacity. Therefore capacity 

cannot be a competitive service. 

In the altemative, lEU claims that the ratemaking formula applies and was not fol­

lowed closely enough. This is an issue that can be pursued on appeal and is not a proper 

basis for a writ of Prohibition. 

Even if Ohio procedural and substantive ratemaking requirements were strictly 

applicable, which standards to apply would be at issue. The statute, R.C. 4909.18, pro­

vides two mechanisms, a standard rate case and a "first filing" of rates for a service not 

previously addressed in a PUCO-approved tariff. R.C. 4909.18, App. at 3-4. The latter 

does not require a hearing, although extensive hearings were conducted. See, e.g., Con­

sumers'Counsel v. Pub. Util Comm., I l l Ohio St.3d 300, 2006-Ohio-5789, 856N.E.2d 

213, ^ 16-18. Likewise a "first filing" does not require a use of the ratemaking formula. 

In sum, even if the Relator were correct, it has only raised an arguable matter to which 

the appeals process should apply. 

2. The FERC, through the RAA, has deferred to the 
Commission's determination of the pricing of 
capacity service. 

As the Commission specifically found in the Capacity Pricing decision, Ohio 

Power's capacity service is a wholesale service. FERC would normally have jurisdiction 

over wholesale electric service, but FERC has deferred to the Commission, through the 

RAA, which acknowledges the authority of a state regulatory jurisdiction (such as the 

10 



Commission) to establish a SCM in connection with the provision of wholesale capacity 

service. In conjunction with this deferral by FERC under the RAA, the Commission can 

exercise jurisdiction to establish a SCM pursuant to its broad regulatory powers under 

Chapters 4905 and 4909 of the Revised Code. 

In sum, tiie Commission acted within the authority deferred to it by the FERC, as a 

state regulatory jurisdiction, to establish a wholesale capacity rate under state law. If the 

Relator has issues with this it should present those issues to the Court through an appeal 

and certainly not in the context of a writ of prohibition. 

3. Relator has not shown that the Commission lacked 
authority in the ESP I I case. 

Relator asserts that the Commission was without authority to impose a non-

bypassable charge through a retail stability rider or "RSR" as part of Ohio Power's ESP. 

The statute says otherwise. R.C. 4923.143(B)(2)(d) authorizes the Commission to 

include within an ESP the following: 

Terms, conditions, or charges relating to [1] limitations on 
customer shopping for retail electric generation service, [2] 
bypassability, [3] standby, back-up, or supplemental power 
service, [4] default service, [5] carrying costs, amortization 
periods, and accounting or deferrals, including fiiture recov­
ery of such deferrals, as would have the effect of stabilizing or 
providing certainty regarding retail electric service; 

R.C. 4928.143(B)(2)(d), App. at 6 (emphasis and numbered brackets added.) Thus an 

ESP may include terms, conditions, or charges relatuig to limitations on customer shop­

ping for retail electric generation and bypassability that would have the effect of 

stabilizing or providing certainty over retail electric service. This is the purpose of the 

11 



RSR. The authority clearly exists and an appeal in the normal course will answer the 

question of whether the Commission used that power reasonably. The complaint should 

be dismissed. 

C. Relator has adequate remedies at law. 

Finally, Relator is not entitled to a writ of prohibition because it has adequate legal 

remedies. "Prohibition will not lie to prevent an anticipated erroneous judgment." State 

ex el Jones v. Suster, 84 Ohio St.3d 70, 74,701 N.E.2d 1002 (1998). Prohibition is not a 

substitute for an appeal. State ex rel Ragozine v. Shaker, 96 Ohio St.2d 201, 2002-Ohio-

3992, 772 N.E.2d 1192, ̂  7. In the absence of a patent and unambiguous lack of jurisdic­

tion, which the complaint does not plead. Relator is required to pursue its available legal 

remedies. 

The General Assembly has established a comprehensive scheme for reviewing 

Commission orders. Relator should use it and indeed it has taken the first step by filing 

for rehearing. Asry party that has entered an appearance in a Commission proceeding 

may apply for rehearing "in respect to any matters determined in the proceeding." 

R.C. 4903,10, App. at 1-2. In response, the Commission may abrogate, modify, or affirm 

its order. Id. at R.C. 4903.10(B), App. at 1-2. Here, Relator is participating in the rehear­

ing process, having already filed applications seeking rehearing of both orders that it is 

challenging in this action. After the rehearing process is completed, Relator may then file 

an appeal of right to this Court. R.C. 4903.11, App. at 2. During the pendency of the 

appeal. Relator may also seek a stay of the Commission's orders. R.C. 4903.16, App. at 
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3. And, on review, this Court may reverse, vacate, modify, or affirm the Commission's 

orders. R.C. 4903.13, App. at 2. 

The fact that refunds are unavailable in the event that Relator ultimately prevails 

does not render its legal remedies inadequate. This Court concluded that the unavailabil­

ity of refunds is mitigated by the ability of an aggrieved party to seek a stay under R.C. 

4903.16. In re Columbus Southern Power Co., 128 Ohio St.3d 512, 201 l-Ohio-2011 at t 

17. While the statute requires the party seeking a stay to post a bond, this Court cannot 

relieve a party fi-om the bond requirement that the General Assembly has imposed by 

statute. "Unquestionably, it is the prerogative of the General Assembly to establish the 

bounds and mles of public-utility regulation." Id. at ^ 19. 

Rather than challenging the Commission's exercise of jurisdiction over the subject 

matter, Relator is challenging the way in which the Commission exercised its authority. 

This, however, is not the purpose of a writ of prohibition. The Court has stated that 

"[pjrohibition does not lie to prevent a merely erroneous decision by the court." State ex 

rel Enyart v. O'Neill, 71 Ohio St.3d 655, 656, 646 N.E.2d 1110, 1112 (1995). The Court 

in Enyart concluded that, because the respondent judge had jurisdiction to mle on a 

motion for relief from judgment, "the fact that she may have exercised that jurisdiction 

erroneously does not give rise to extraordinary relief by prohibition." Id.; see also State 

ex rel CNG Financial Corp v. Nadel, 111 Ohio St.3d 149, 153, 855 N.E.2d 473, 478 

(2006) (errors in exercise of jurisdiction are not remediable by writ of prohibition). 

Under the exhaustion of remedies doctrine, courts will generally permit the 

administrative process to run its course before granting judicial relief. The Court has 
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noted the "long settled mle of judicial administration that no one is entitied to judicial 

relief for a supposed or threatened injury until the prescribed administrative remedy has 

been exhausted." Jones v. Chagrin Falls, 11 Ohio St.3d 456,462, 674 N.E.2d 1388, 

1392 (1997), quoting Myers v. Bethlehem Shipbuilding Corp., 303 U.S. 41, 50-51 (1938). 

As explained in another decision, "[t]he purpose of the doctrine of exhaustion of admin­

istrative remedies is to prevent premature interference with the administrative processes," 

Basic Distrib. Corp. v, Ohio Dept of Taxation, 94 Ohio St.3d 287, 290, 762 N.E.2d 979, 

984 (2002). Consistent with this principle, the Court should permit the Commission to 

address the pending applications for rehearing, includuig Relator's apphcations, before 

granting extraordinary judicial relief to Relator here. 

II . Relator is not entitled to a writ of mandamus. 

Relator's complaint formah3amiis"shoul^~beifemissed^oFinany^^f4he^ 

sons that apply to the prohibition question. Mandamus is an extraordinary remedy, and 

should be granted only under exceptional circumstances. State ex rel Crabtree v. 

Franklin Cty. Bd of Health, 11 Ohio St.3d 247, 249, 673 N.E.2d 1281 (1997). The ele­

ments of a writ of mandamus are: (1) the respondent has a clear legal duty to perform the 

act requested; (2) the relator has a clear legal right to the relief requested, and (3) the 

relator has no plain and adequate remedy in the ordinary course of the law. State ex rel 

Bennett V. Bds. ofEdn, 56 Ohio St.3d 1, 2-3, 564 N.E.2d 407 (1990). 

Relator identifies no legal duty and, as discussed previously, no clear legal right to 

the relief requested. Relator has not pleaded nor demonstrated that the Commission 
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patently and unambiguously lacks jurisdiction. Although Relator asserts the Commission 

"patently and unambiguously" lacks jurisdiction in the memorandum in support of its 

complaint, this does not cure the deficiency of pleading it as an allegation in Relator's 

complaint. This is yet another reason why having an adequate remedy at law is material 

to the Court's consideration of Respondents motion to dismiss. 

Moreover, Relator has an adequate remedy at law. See State ex rel Hunter v. Cer­

tain Judges ofthe Akron Mun. Court, 71 Ohio St.3d 45, 46, 641 N.E.2d 722 (1994). See, 

e.g.. State ex rel Gillivan v. Ohio Bd. of Tax Appeals, 70 Ohio St.3d 196, 200, 638 

N.E.2d 74 (1994) ("Where a constitutional process of appeal has been legislatively pro­

vided, the sole fact that pursuing such process would encompass more delay and incon­

venience than seeking a writ of mandamus is insufficient to prevent the process from 

constituting a plain and adequate remedy in the ordmary course ofthe law."); State ex rel 

Banc One Corp. v. Walker, 86 Ohio St.3d 169, 173-74, 712 N.E.2d 742 (1999). An 

extraordinary writ is not a substitute for appeal and cannot be used to circumvent the 

statutory process set forth in R.C. Chapter 4903. 

Relator also failed to state a claim for a writ of mandamus in this cause of action 

based on its pleading and prayer to have this Court compel the PUCO to restore the lower 

rate of RPM-Based Pricing as the state compensation mechanism and capacity rate for 

AEP-Ohio (see f 18 of Complaint and prayer 5 for relief at the end ofthe Complaint). 

Relator concedes, through its own pleading and request for relief, that Respondents have 

jurisdiction to authorize a capacity rate and state compensation mechanism for AEP-

Ohio. Relator contests only the method used (Cost-Based instead of RPM-Based) and 
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resulting rate ($188.88/MW-day for 2012-2015 instead of $20.01/MW-day for 2012/2013 

and $33.71/MW-day for 2013/2014 and $153.89/MW-day for 2014/2015) and not the 

PUCO's authority and jurisdiction to establish and implement a capacity rate or state 

compensation mechanism. 

Relator further undermines its claim that the PUCO lacked jurisdiction to act in 

the AEP-Ohio Capacity Case and ESP II Case to establish a capacity rate or state com­

pensation mechanism with its allegation that".. .to the extent that the Commission did 

have jurisdiction to set prices for generation capacity service using a Cost-Based rate-

making methodology the Commission had totally failed to follow the ratemaking process 

or formula that Ohio law mandates...." (See f 26 and similar claims in ̂  36 (d) of Com­

plaint, and prayer 3 for relief of Relator's complaint). Relator claims error in procedure, 

which is an appellate issue that an appeal can remedy; not an issue that requires an origi­

nal action and an extraordinary remedy. 

CONCLUSION 

Relator did not receive a favorable decision from the Commission. Dissatisfaction 

is not a basis for either a writ of Prohibition or Mandamus. Relator, however, has failed 

to meet its heavy burden of proving that the Commission was without authority to act, let 

alone that that the Commission patentiy and unambiguously lacked jurisdiction. At most 

Relator has laid out arguments that should be dealt with through the normal course of 

appeal. The Court should dismiss the case and allow the appeals to proceed in the normal 

fashion. 
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4903.10 Application for rehearing. 

After any order has been made by the public utilities commission, any party who has 
entered an appearance in person or by counsel in the proceeding may apply for a 
rehearing in respect to any matters determined in the proceeding. Such application shall 
be filed within thirty days after the entry ofthe order upon the journal ofthe commission. 
Notwithstanding the preceding paragraph, in any uncontested proceeding or, by leave of 
the conunission first had in any other proceeding, any affected person, firm, or 
corporation may make an application for a rehearing within thirty days after the entry of 
any final order upon the journal ofthe commission. Leave to file an application for 
rehearing shall not be granted to any person, firm, or corporation who did not enter an 
appearance in the proceeding unless tiie commission first finds: 

(A) The applicant's failure to enter an appearance prior to the entry upon the journal of 
the commission ofthe order complained of was due to just cause; and, 

(B) The interests ofthe applicant were not adequately considered in the proceeding. 
Every applicant for rehearing or for leave to file an application for rehearing shall give 
due notice ofthe filing of such application to all parties who have entered an appearance 
in the proceeding in the manner and form prescribed by the commission. Such 
application shall be in writing and shall set forth specifically the ground or grounds on 
which the applicant considers the order to be unreasonable or unlawful. No party shall in 
any court urge or rely on any ground for reversal, vacation, or modification not so set 
forth in the application. Where such application for rehearing has been filed before the 
effective date ofthe order as to which a rehearing is sought, the effective date of such 
order, unless otherwise ordered by the commission, shall be postponed or stayed pending 
disposition ofthe matter by the commission or by operation of law. In all other cases the 
making of such an application shall not excuse any person fi-om complying with the 
order, or operate to stay or postpone the enforcement thereof, without a special order of 
the commission. Where such application for rehearing has been filed, the commission 
may grant and hold such rehearing on the matter specified in such application, if in its 
judgment sufficient reason therefor is made to appear. Notice of such rehearing shall be 
given by regular mail to all parties who have entered an appearance in the proceeding. If 
the commission does not grant or deny such application for rehearing within thirty days 
fi-om the date of filing thereof, it is denied by operation of law. If the commission grants 
such rehearing, it shall specify in the notice of such granting the purpose for which it is 
granted. The commission shall also specify the scope ofthe additional evidence, if any, 
that will be taken, but it shall not upon such rehearing take any evidence that, with 
reasonable diligence, could have been offered upon the original hearing. If, after such 
rehearing, the commission is ofthe opinion that the original order or any part thereof is in 
any respect unjust or unwarranted, or should be changed, the commission may abrogate 
or modify the same; otherwise such order shall be affirmed. An order made after such 
rehearing, abrogating or modifying the original order, shall have the same effect as an 



original order, but shall not affect any right or the enforcement of any right arising from 
or by virtue ofthe original order prior to the receipt of notice by the affected party ofthe 
filing ofthe application for rehearing. No cause of action arising out of any order ofthe 
commission, other than in support ofthe order, shall accme in any court to any person, 
firm, or corporation unless such person, firm, or corporation has made a proper 
application to the commission for a rehearing. 

4903.11 Proceeding deemed commenced. 

No proceeding to reverse, vacate, or modify a final order ofthe public utilities 
commission is commenced unless the notice of appeal is filed within sixty days after the 
date of denial ofthe application for rehearing by operation of law or ofthe entry upon the 
journal ofthe commission ofthe order denying an application for rehearing or, if a 
rehearing is had, ofthe order made after such rehearing. An order denying an application 
for rehearing or an order made after a rehearing shall be served forthwith by regular mail 
upon all parties who have entered an appearance in the proceeding. 

4903.13 Reversal of final order - notice of appeal. 

A final order made by the public utilities commission shall be reversed, vacated, or 
modified by the supreme court on appeal, if, upon consideration ofthe record, such court 
is ofthe opinion that such order was unlawful or uru*easonable. The proceeding to obtain 
such reversal, vacation, or modification shall be by notice of appeal, filed with the public 
utilities commission by any party to the proceeding before it, against the commission, 
setting forth the order appealed fi-om and the errors complained of. The notice of appeal 
shall be served, unless waived, upon the chairman ofthe commission, or, in the event of 
his absence, upon any public utilities commissioner, or by leaving a copy at the office of 
the commission at Columbus. The court may permit any interested party to intervene by 
cross-appeal. 

4903.15 Orders effective immediately - notice. 

Unless a different time is specified tiierein or by law, every order made by the public 
utilities commission shall become effective immediately upon entry thereof upon the 
journal ofthe public utilities commission. Every order shall be served by United States 
mail in the manner prescribed by the commission. No utility or railroad shall be found in 
violation of any order ofthe commission until notice of said order has been received by 
an officer of said utility or railroad, or an agent duly designated by said utility or railroad 
to accept service of said order. 



4903,16 Stay of execution. 

A proceeding to reverse, vacate, or modify a final order rendered by the public utilities 
commission does not stay execution of such order unless the supreme court or a judge 
thereof in vacation, on application and three days' notice to the commission, allows such 
stay, in which event the appellant shall execute an undertaking, payable to the state in 
such a sum as the supreme court prescribes, with surety to the satisfaction ofthe clerk of 
the supreme court, conditioned for the prompt payment by the appellant of all damages 
caused by the delay in the enforcement ofthe order complained of, and for the repayment 
of all moneys paid by any person, firm, or corporation for ti"ansportation, fransmission, 
produce, commodity, or service in excess ofthe charges fixed by the order complained 
of, in the event such order is sustained. 

4909.1 S Application to establish or change rate. 

Any public utility desiring to establish any rate, joint rate, toll, classification, charge, or 
rental, or to modify, amend, change, increase, or reduce any existing rate, joint rate, toll, 
classification, charge, or rental, or any regulation or practice affecting the same, shall file 
a written application with the public utilities commission. Except for actions under 
section 4909.16 ofthe Revised Code, no public utility may issue the notice of intent to 
file an application pursuant to division (B) of section 4909.43 ofthe Revised Code to 
increase any existing rate, joint rate, toll, classification, charge, or rental, until a final 
order under this section has been issued by the commission on any pending prior 
application to increase the same rate, joint rate, toll, classification, charge, or rental or 
until two hundred seventy-five days after filing such application, whichever is sooner. 
Such application shall be verified by the president or a vice-president and the secretary or 
treasurer ofthe applicant. Such application shall contain a schedule ofthe existing rate, 
joint rate, toll, classification, charge, or rental, or regulation or practice affecting the 
same, a schedule ofthe modification amendment, change, increase, or reduction sought to 
be established, and a statement ofthe facts and grounds upon which such application is 
based. If such application proposes a new service or the use of new equipment, or 
proposes the establishment or amendment of a regulation, the application shall fully 
describe the new service or equipment, or the regulation proposed to be established or 
amended, and shall explain how the proposed service or equipment differs from services 
or equipment presently offered or in use, or how the regulation proposed to be established 
or amended differs from regulations presently in effect. The application shall provide 
such additional information as the commission may require in its discretion. If the 
commission determines that such application is not for an increase in any rate, joint rate, 
toll, classification, charge, or rental, the commission may permit the filing ofthe schedule 
proposed in the application and fix the time when such schedule shall take effect. If it 
appears to the commission that the proposals in the application may be unjust or 
unreasonable, the commission shall set the matter for hearing and shall give notice of 
such hearing by sending written notice ofthe date set for the hearing to the public utility 



and publishing notice ofthe hearing one time in a newspaper of general circulation in 
each county in the service area affected by the application. At such hearing, the burden 
of proof to show that the proposals in the application are just and reasonable shall be 
upon the public utility. After such hearing, the commission shall, where practicable, 
issue an appropriate order within six months fi-om the date the application was filed. 

If the commission determines that said application is for an increase in any rate, joint 
rate, toll, classification, charge, or rental there shall also, unless otherwise ordered by the 
commission, be filed with the application in duplicate the following exhibits: 

(A) A report of its property used and useful, or, with respect to a natural gas company, 
projected to be used and useful as ofthe date certain, in rendering the service referred to 
in such application, as provided in section 4909.05 ofthe Revised Code; 

(B) A complete operating statement of its last fiscal year, showing in detail all its 
receipts, revenues, and incomes from all sources, all of its operating costs and other 
expenditures, and any analysis such public utility deems applicable to the matter referred 
to in said application; 

(C) A statement ofthe income and expense anticipated under the application filed; 

(D) A statement of financial condition summarizing assets, liabilities, and net worth; 

(E) 

Such other information as the commission may require in its discretion. 

4928.143 Application for approval of electric security plan - testing. 

(A) For the purpose of complying with section 4928.141 ofthe Revised Code, an electric 
distribution utility may file an application for public utilities commission approval of an 
electric security plan as prescribed under division (B) of this section. The utility may file 
that application prior to the effective date of any rules the commission may adopt for the 
purpose of this section, and, as the commission determines necessary, the utility 
immediately shall conform its filing to those mles upon their taking effect. 

(B) Notwithstanding any other provision of Title XLIX ofthe Revised Code to the 
contrary except division (D) of this section, divisions (I), (J), and (K) of section 4928.20, 
division (E) of section 4928.64, and section 4928.69 ofthe Revised Code: 

(1) An electric security plan shall include provisions relating to the supply and pricing of 
electric generation service. In addition, if the proposed electric security plan has a term 
longer than three years, it may include provisions in the plan to permit the commission to 



test the plan pursuant to division (E) of this section and any transitional conditions that 
should be adopted by the commission if the commission terminates the plan as authorized 
under that division. 

(2) The plan may provide for or include, without limitation, any ofthe following: 

(a) Automatic recovery of any ofthe following costs ofthe electric distribution utility, 
provided the cost is prudentiy incurred: the cost of fiiel used to generate the electricity 
supplied under the offer; the cost of purchased power supplied under the offer, including 
the cost of energy and capacity, and including purchased power acquired from an 
affiliate; the cost of emission allowances; and the cost of federally mandated carbon or 
energy taxes; 

(b) A reasonable allowance for constmction work in progress for any ofthe electric 
distribution utility's cost of constructing an electric generating facility or for an 
environmental expenditure for any electric generating facility ofthe electric distribution 
utility, provided the cost is incurred or the expenditure occurs on or after January 1, 2009. 
Any such allowance shall be subject to the constmction work in progress allowance 
limitations of division (A) of section 4909.15 ofthe Revised Code, except that the 
commission may authorize such an allowance upon the incurrence of the cost or 
occurrence ofthe expenditure. No such allowance for generating facility constmction 
shall be authorized, however, unless the commission first determines in the proceeding 
that there is need for the facility based on resource planning projections submitted by the 
electric distribution utility. Further, no such allowance shall be authorized unless the 
facility's construction was sourced through a competitive bid process, regarding which 
process the commission may adopt mles. An allowance approved under division 
(B)(2)(b) of this section shall be established as a nonbypassable surcharge for the life of 
the facility. 

(c) The establishment of a nonbypassable surcharge for the life of an electric generating 
facility that is owned or operated by the electric distribution utility, was sourced through 
a competitive bid process subject to any such rules as the commission adopts under 
division (B)(2)(b) of this section, and is newly used and useful on or after January 1, 
2009, which surcharge shall cover all costs ofthe utility specified in the application, 
excluding costs recovered through a surcharge under division (B)(2)(b) of this section. 
However, no surcharge shall be authorized unless the commission first determines in the 
proceeding that there is need for the facility based on resource planning projections 
submitted by the electric distribution utility. Additionally, if a surcharge is authorized for 
a facility pursuant to plan approval under division (C) of this section and as a condition of 
the continuation ofthe surcharge, the electric distribution utility shall dedicate to Ohio 
consumers the capacity and energy and the rate associated with the cost of that facility. 
Before the commission authorizes any surcharge pursuant to this division, it may 
consider, as applicable, the effects of any decommissioning, deratings, and retirements. 



(d) Terms, conditions, or charges relating to limitations on customer shopping for retail 
electric generation service, bypassability, standby, back-up, or supplemental power 
service, default service, carrying costs, amortization periods, and accounting or deferrals, 
including future recovery of such deferrals, as would have the effect of stabilizing or 
providing certainty regarding retail electric service; 

(e) Automatic increases or decreases in any component ofthe standard service offer 
price; 

(f) Consistent with sections 4928.23 to 4928.2318 ofthe Revised Code, both ofthe 
following: 

(i) Provisions for the electric distribution utility to securitize any phase-in, inclusive of 
carrying charges, ofthe utility's standard service offer price, which phase-in is authorized 
in accordance with section 4928.144 ofthe Revised Code; 

(ii) Provisions for the recovery ofthe utility's cost of securitization. 

(g) Provisions relating to transmission, ancillary, congestion, or any related service 
required for the standard service offer, including provisions for the recovery of any cost 
of such service that the electric distribution utility incurs on or after that date pursuant to 
the standard service offer; 

(h) Provisions regarding the utility's distribution service, including, without limitation 
and notwithstanding any provision of Title XLIX ofthe Revised Code to the contrary, 
provisions regarding single issue ratemaking, a revenue decoupling mechanism or any 
other incentive ratemaking, and provisions regarding distribution infrastmcture and 
modernization incentives for the electric distribution utility. The latter may include a 
long-term energy delivery infrastmcture modernization plan for that utility or any plan 
providing for the utility's recovery of costs, including lost revenue, shared savings, and 
avoided costs, and a just and reasonable rate of return on such infi-astmcture 
modernization. As part of its determination as to whether to allow in an electric 
distribution utility's electric security plan inclusion of any provision described in division 
(B)(2)(h) of this section, the commission shall examine the reliability ofthe electric 
distribution utility's distribution system and ensure that customers' and the electric 
distribution utility's expectations are aligned and that the electric distribution utility is 
placing sufficient emphasis on and dedicating sufficient resources to the reliability of its 
distribution system. 

(i) Provisions under which the electric distribution utility may implement economic 
development, job retention, and energy efficiency programs, which provisions may 
allocate program costs across all classes of customers ofthe utility and those of electric 
distribution utilities in the same holding company system. 



(C)(1) The burden of proof in the proceeding shall be on the electric distribution utility. 
The commission shall issue an order under this division for an initial application under 
this section not later than one hundred fifty days after the application's filing date and, for 
any subsequent application by the utility under this section, not later than two hundred 
seventy-five days after the appKcation's filing date. Subject to division (D) of this 
section, the commission by order shall approve or modify and approve an application 
filed under division (A) of this section if it finds that the electric security plan so 
approved, including its pricing and all other terms and conditions, including any deferrals 
and any future recovery of deferrals, is more favorable in the aggregate as compared to 
the expected results that would otherwise apply under section 4928.142 ofthe Revised 
Code. Additionally, if the commission so approves an application that contains a 
surcharge undier division (B)(2)(b) or (c) of this section, the commission shall ensure that 
the benefits derived for any purpose for which the surcharge is established are reserved 
and made available to those that bear the surcharge. Otherwise, the commission by order 
shall disapprove the application. 

(2)(a) If the commission modifies and approves an application under division (C)(1) of 
this section, the electric distribution utility may withdraw the application, thereby 
terminating it, and may file a new standard service offer under this section or a standard 
service offer under section 4928.142 ofthe Revised Code. 

(b) If the utility terminates an application pursuant to division (C)(2)(a) of this section or 
if tiie commission disapproves an application under division (C)(1) of tiiiis section, the 
commission shall issue such order as is necessary to continue the provisions, terms, and 
conditions ofthe utility's most recent standard service offer, along with any expected 
increases or decreases in fuel costs from those contained in that offer, until a subsequent 
offer is authorized pursuant to this section or section 4928,142 of tiie Revised Code, 
respectively. 

(D) Regarding the rate plan requirement of division (A) of section 4928.141 ofthe 
Revised Code, if an electric distribution utility that has a rate plan that extends beyond 
December 31, 2008, files an application under tiiis section for the purpose of its 
compliance with division (A) of section 4928.141 ofthe Revised Code, that rate plan and 
its terms and conditions are hereby incorporated into its proposed electric security plan 
and shall continue in effect until the date scheduled under the rate plan for its expiration, 
and that portion ofthe electric security plan shall not be subject to commission approval 
or disapproval under division (C) of this section, and the eamings test provided for in 
division (F) of this section shall not apply until after the expiration ofthe rate plan. 
However, that utility may include in its electric security plan under this section, and the 
commission may approve, modify and approve, or disapprove subject to division (C) of 
this section, provisions for the incremental recovery or the deferral of any costs that are 
not being recovered under the rate plan and that the utility incurs during that continuation 



period to comply with section 4928.141, division (B) of section 4928.64, or division (A) 
of section 4928.66 ofthe Revised Code. 

(E) If an electric security plan approved under division (C) of this section, except one 
withdrawn by the utility as authorized under that division, has a term, exclusive of phase-
ins or deferrals, that exceeds three years from the effective date of ± e plan, the 
commission shall test the plan in the fourth year, and if applicable, every fourth year 
thereafter, to determine whether the plan, including its then-existing pricing and all other 
terms and conditions, including any deferrals and any future recovery of deferrals, 
continues to be more favorable in the aggregate and during the remaining term ofthe plan 
as compared to the expected results that would otherwise apply under section 4928.142 of 
the Revised Code. The commission shall also determine the prospective effect ofthe 
electric security plan to determine if that effect is substantially likely to provide the 
electric distribution utility with a return on common equity that is significantly in excess 
ofthe retum on common equity that is likely to be earned by publicly traded companies, 
including utilities, that face comparable business and financial risk, with such 
adjustments for capital stmcture as may be appropriate. The burden of proof for 
demonstrating that significantly excessive eamings will not occur shall be on the electric 
distribution utility. If the test results are in the negative or the commission finds that 
continuation ofthe electric security plan will result in a retum on equity that is 
significantly in excess ofthe retum on common equity that is likely to be earned by 
publicly traded companies, including utilities, that will face comparable business and 
financial risk, with such adjustments for capital stmcture as may be appropriate, during 
the balance ofthe plan, the commission may terminate the electric security plan, but not 
until it shall have provided interested parties with notice and an opportunity to be heard. 
The commission may impose such conditions on the plan's termination as it considers 
reasonable and necessary to accommodate the transition fi-om an approved plan to the 
more advantageous altemative. In the event of an electric security plan's termination 
pursuant to this division, the commission shall permit the continued deferral and phase-in 
of any amounts that occurred prior to that termination and the recovery of those amounts 
as contemplated under that electric security plan. 

(F) With regard to the provisions that are included in an electric security plan under this 
section, the commission shall consider, following the end of each annual period ofthe 
plan, if any such adjustments resulted in excessive eamings as measured by whether the 
earned retum on common equity ofthe electric distribution utility is significantly in 
excess ofthe retum on common equity that was earned during the same period by 
publicly traded companies, including utilities, that face comparable business and financial 
risk, with such adjustments for capital stmcture as may be appropriate. Consideration also 
shall be given to the capital requirements of fiiture committed investments in this state. 
The burden of proof for demonstrating that significantly excessive eamings did not occur 
shall be on the electric distribution utility. If the commission finds that such adjustments, 
in the aggregate, did result in significantly excessive eamings, it shall require the electric 

8 



distiribution utility to retum to consumers the amount ofthe excess by prospective 
adjustments; provided that, upon making such prospective adjustments, the electric 
distribution utility shall have the right to terminate the plan and immediately file an 
application pursuant to section 4928.142 ofthe Revised Code. Upon termination of a 
plan under this division, rates shall be set on the same basis as specified in division 
(C)(2)(b) of this section, and the commission shall permit tiie continued deferral and 
phase-in of any amounts that occurred prior to that termination and the recovery of those 
amounts as contemplated under that electric security plan. In making its determination of 
significantly excessive eamings under this division, the commission shall not consider, 
directly or indirectly, the revenue, expenses, or eamings of any affiliate or parent 
company. 

9 



UNITED STATES OF AMERICA 
BEFORE THE 

FEDERAL ENERGY REGULATORY COMMISSION 

Duke Energy Ohio, Inc. and ) Docket No. ER10-2254-000 
Duke Energy Kentucky, Inc. ) 

Duke Energy Answer and Motion for Leave to Answer 

Most ofthe comments submitted in response to Duke Energy Ohio's ("DEO") 

August 16, 2010 Fixed Resource Requirement ("FRR") Plan Filing in this docket request 

clarification about how a particular aspect of the FRR Plan will work. A few entities 

protested or sought clarification with respect to use ofthe Reliability Pricing Model 

("RPM") price as a benchmark for pricing capacity sales. 

As discussed in Section I below, PJM's Reliability Assurance Agreement ("R/\A") 

requires DEO to offer the RPM price to alternative retail electric suppliers under DEO's 

FRR plan. The R/\A also provides alternative retail suppliers with the opportunity to 

self-supply in the event that they believe they can obtain a lower price elsewhere. DEO 

has not requested modification or waiver of either of these pre-existing RAA provisions. 

DEO also has not requested that the Commission effectively dictate retail rates? 

by determining that DEO must "take service from itself at the RPM price. DEO has not § 

yet even initiated a case to set retail electric generation rates for the period beginning| 

when DEO joins PJM.#Principles of Federal-State comity weigh in favor of allowing 

issues regarding retail rate components for capacity to be addressed, in the first 

instance, in a state proceeding^ Thus, the concerns ofthe Office ofthe Ohio Consumer 

Counsel ("OCC") about impacts of our proposal on DEO retail ratepayers in the first five 

months of 2012 are unfounded, unripe, and fundamentally a state rate issue rather than 

an issue for this Commission. And in any event, as we discuss below, use ofthe RPM 

tm-^ 



price for that period is supported both by the RPM design and because it meets the 

criteria for a relevant price benchmark. The Commission has established that it is just 

and reasonable to apply the RPM price to all other load in PJM to assure reliability 

during that period, so surely it is just and reasonable to apply it also to newly entering 

load to achieve the same purpose, for the same period, in the same market. 

In Section Ii we specifically address the questions of a factual nature that were 

submitted in the comments In this docket. We also have worked with PJM and its 

stakeholders in a stakeholder meeting as well as in individual communications to 

address stakeholder questions. PJM has posted the resulting Q&As and associated 

information on its website so that all may benefit from the information provided. 

In Section 111 we address a hold harmless claim raised by the Indiana Municipal 

Power Agency ("IMPA") relating to service from its generation in the Midwest ISO to 

load in the DEO footprint after the RTO Realignment. As we explain, IMPA has failed to 

articulate a prima facie claim for hold hannless treatment, but we are not asking that the 

claim be rejected at this time. Rather, consistent with our approach to these issues 

throughout the RTO Realignment process, we are requesting that any decision on the 

merits be deferred until the Commission has all ofthe information it needs to make an 

informed decision, which will not occur until after DEO makes a filing proposing its PJM 

zonal transmission rate. In the meantime, the parties can continue to pursue 

settlement. We also recommend that the Commission consider directing the Midwest 

ISO and PJM to work together "to support reasonable arrangements to permit" entities 

such as IMPA with capacity resources in the Midwest ISO "to utilize [that] capacity in 

satisfying [their] reliability obligations" in PJM after DEO joins PJM, much as the 



Commission did in analogous circumstances when Duquesne proposed to leave PJM to 

join the Midwest ISO.^ 

I. Concerns About Use of RPM Pricing Are Misplaced 

DEO has proposed to offer to sell capacity to wholesale loads that do not choose 

to self-supply at a price benchmarked to the RPM price.^ This is the same price that 

other load-serving entities in PJM will be paying to assure reliability during the same 

period. The RPM price is a market-determined price established through an auction 

process subject to mitigation of supply offer prices to address market power concerns. 

PJM's Independent Market Monitor reviewed our proposal to benchmark to the RPM 

price before it was filed and did not object.^ In any event, DEO is required, under the 

RAA, to sell capacity to alternative retail suppliers at the RPM price,'* if they do not 

choose to self-supply. 

The OCC argues that the RPM price is too high for the first five months ofthe 

FRR Plan period.^ The OCC is concerned about pass-through of RPM costs during 

these five months to DEO's "Ohio residential consumers."^- But DEO was careful in its 

^ Duquesne Light Company, 122 FERC T[ 61,039 at P 93 (2008); Order on Emergency 
Motion for Clarification, 123 FERC If 61,060, Order Addressing Conditional RTO Withdrawal 
Request, as Revised, Proposed Integration Plan. Requests for Rehearing, and Compliance with 
Prior Rulings, 124 FERC if 61,219, Order Denying Clarification and Reh'g, 125 FERC T| 61,141 
(2008). 

^ FRR Plan Filing at 3-4, 12-13. 

^ W., at11. 

^ Reliability Assurance Agreement Among Load-Serving Entities in the PJM Region, Rate 
Schedule FERC No. 44, Schedule 8.1, Section D.8 ("RAA"). 

^ Motion to Inten/ene and Protest ofthe Office ofthe Ohio Consumers' Counsel, Docket 
No. ER10-2254-000 at 4-5 (filed Sept. 7, 2010) ("OCC"). 

^ /of., at 2. . 



FRR Plan Filing to limit its pricing proposal to sales at wholesale. DEO has not asked 

this Commission to require DEO to "charge itself the RPM rate, because that would be 

premature in light o f the fact that DEO has not yet even initiated a ratemaking 

proceeding to set retail electric generation rates for the FRR Plan period.'^ Similarly, 

requests from alternative retail suppliers that the Commission affirmatively require DEO 

to charge RPM as its retail rate to "level the playing field,"^ or provide data on the 

derivation of the retail rate,^ are also premature, particulariy given the fact that 

alternative retail suppliers can choose to self-supply if they do not want to pay DEO the 

RPM price.^° 

The OCC asserts that prices should be lower in the spring than in the summer. 

That is not how RPM works. RPM reliability requirements, though established based 

~' DEO's principle reason for making the move from the Midwest ISO to PJM on January 1, 
2012 is that that date wil! be the start of the period for DEO's next retail rate plan for electric 
generation service. DEO's current retail rate plan for electric generation service provides a 
fixed, average rate for recovery of costs that include costs of DEO-owned capacity, and that rate 
does not vary by day or even by season. It certainly does not include any sort of down payment 
on capacity for the next retail rate period - the period that begins on January 1, 2012. Thus, the 
OCC's implication that retail ratepayers in Ohio will somehow have paid in advance for the costs 
for capacity to be used for reliability purposes after January 1, 2012 is unfounded. 

^ Motion to intervene. Protest, and Comments of Dominion Resources Services, Inc., 
Docket No. ER10-2254-000 at 7 (filed Sept. 7. 2010). 

,̂ Motion to Intervene and Comments of FirstEnergy Solutions Corp., Docket No. ER10-
2254-000 at 2 (filed Sept. 7, 2010) ("FirstEnergy"). If FirstEnergy is seeking cost data, such 
data would be relevant at the wholesale level only if our proposal was a cost-based proposal. 
As explained in the FRR Plan Filing any sale of capacity made by DEO to a wholesale load 
would occur under DEO's market-based rate tariff. See FRR Plan Filing at n. 25. Ct also 
Atlantic City Electric Company, 86 FERC If 61,248 at 61,906 (1999) ("[ejntities that do not have 
any tariff on file authorizing sales under market-based rates must make a filing under section 
205 before selling energy or ancillary services into the PJM PX"). 

" FRR Plan Filing at 13. Of course, if alternative retail suppliers obtain new switched load 
beyond the amount of load they "opt out," they will pay DEO the RPM price for that load to 
compensate DEO for its commitment of resources to serve that load. Under the PJM tariff, 
when load switches to an alternative retail supplier, that supplier must pay the RPM price to 
meet the new load's capacity requirement. Seen.11 below. Our proposal tracks this feature: 

http://Seen.11


upon summer peak loads, are the same every day of the year, in every season.^^ As a 

result, the price paid for capacity also is the same for every day of the entire year, 

notwithstanding that capacity prices in secondary markets might fluctuate during that 

period.^^ If it were unjust and unreasonable to charge the RPM price to loads in PJM in 

off-peak periods such as the Spring of 2012, then the RPM price for the Spring of 2012 

would be different, and we would be benchmarking to that different RPM price. 

The logical fallacy ofthe OCC's position is shown by reference to RPM itself. 

When a load switches to a new alternative provider under RPM, the new alternative 

retail provider pays the RPM price on behalf of that load.^^ So if, for example, a load 

switched to a new provider on January 1, 2012, that new provider would pay the full 

RPM price for each month ofthe remainder of the 2011-2012 Delivery Year even 

though it was not providing capacity to that load during the summer peak of 2011. That 

approach makes sense because, regardless ofthe supplier, there needs to be sufficient 

capacity to assure reliable service to the load on an annual basis. 

" The "Daily Unforced Capacity Obligation" is "the capacity obligation of a Load Serving 
Entity during the Delivery Year, determined in accordance with Schedule 8 of the Reliability 
Assurance Agreement" PJM Tariff, Att. DD § 2.18. Schedule 8 of the RAA provides that the 
Daily Unforced Capacity Obligation is determined based on the weather-adjusted coincident 
summer peak, multiplied by other factors. RAA, Schedule 8, Section A. Per Section 9.2.1 of 
PJM Manual 18, "All LSEs pay a Locational Reliability Charge equal to their Daily Unforced 
Capacity Obligation in a zone times the applicable Final Zonal Capacity Price." 

^̂  "in accordance with the Reliability Assurance Agreement, each Load Serving Entity is 
obligated to pay a Locational Reliability Charge for each Zone in which it serves load based on 
the Daily Unforced Capacity Obligation of its loads in such Zone." PJM Tariff, Att. DD § 5.1; "In 
accordance with the Reliability Assurance Agreement, each LSE shall incur a Locational 
Reliability Charge (subject to certain offsets as described in sections 5.13 and 5.15) equal to 
such LSE's Daily Unforced Capacity Obligation in a Zone during such Delivery Year multiplied 
by the applicable Final Zonal Capacity Price in such Zone." PJM Tariff, Att. DD § 5.14(e). 

^̂  Seen.11, above. 

http://Seen.11


The need for capacity to maintain reliability in the DEO footprint will not 

materialize suddenly when DEO joins PJM. That need exists in the Midwest ISO, and 

DEO's generation will be self-supplied to meet that need in the Summer of 2011. The 

only real difference is that the level of price transparency provided by RPM does not 

exist in the Midwest ISO.̂ "* So like the Midwest ISO in its protest of our Initial Filing, the 

OCC appears to be attempting to create a "sticker shock" argument that plays off the 

transition from a non-transparent price for capacity to a transparent price to create an 

impression of unfairness. But so long as the RPM price is a just and reasonable price 

for the cost of maintaining reliability in PJM, there can be no serious argument that it is 

not a just and reasonable price for new entrants to the region to obtain the same result. 

The OCC points to prices from PJM Incremental Auctions and argues that prices 

for capacity, once DEO moves to PJM, should be lower than the PJM RPM price.^^ But 

to the extent that PJM has been able to secure some portion of the capacity 

requirement for the 2011-2012 period at lower costs through the Incremental Auctions, 

this savings has already been factored into DEO's proposal to charge the "Final Zonal 

Capacity Price" rather than the clearing price from the Base Residual Auction.^^ The 

Final Zonal Capacity Price is a weighted average rate that blends the prices from the 

Base Residual Auction for the Delivery Year in question with the prices obtained in 

''" As described below, the Midwest ISO's Voluntary Capacity Auction is a residual device 
that is not robustly traded and does not accurately reflect the value of capacity, particulariy 
capacity such as DEO's that is self-supplied and not cleared through the market. More than 
98% of capacity requirements in the Midwest ISO were filled bilaterally or through self supply 
during the first five months of 2010 (the period used by the OCC for its price comparison). 

'= OCC at 7. 
16 FRR Plan Filing at n. 19. 



Incremental Auctions for the same Delivery Year.^^ Thus, the Incremental Auction 

results will in fact proportionally influence the price paid under the Duke FRR Plan. 

The OCC's contention that prices should be set based on historical prices in the 

Midwest ISO's monthly Voluntary Capacity Auctions amounts to a claim that those 

thinly-traded, dated prices are a better measure of the future value of capacity than 

PJM's forward-looking capacity price for determining the price that load in PJM should 

pay. The Commission is not permitted to substitute a "better" rate so long as the 

proposed rate falls within the statutory zone of reasonableness.^^ There is no* 

contention by the OCC that RPM prices are not in fact just and reasonable, nor could ?» 

such Contention carry the day in light ofthe substantial evidentiary record on RPM.^^-* 

^̂  See PJM Tariff, Att. DD § 5.14(f)(iii) ("The Final Zonal Capacity Price for each Zone shall 
equal the Adjusted Zonal Capacity Price, as further adjusted (for the Delivery Years through 
May 31, 2012) to reflect the certified ILR compared to the ILR Forecast previously used for such 
Delivery Year, and any decreases in the Nominated Demand Resource Value of any existing 
Demand Resource cleared in the Base Residual Auction and Second Incremental Auction."); 
PJM Tariff, AtL DD § 5.14(f)(ii) ("The Adjusted Zonal Capacity Price for each Zone shall equal 
(1) the sum, for al! auctions previously conducted for such Delivery Year, of the Resource 
Clearing Price for each auction times the Unforced Capacity cleared for such auction (excluding 
any Unforced Capacity cleared as replacement capacity), divided by (2) the sum of the 
Unforced Capacity cleared in all such auctions (excluding any Unforced Capacity cleared as 
replacement capacity), plus an adjustment, if required, to account for Resource Make-Whole 
Payments for all actions previously conducted (excluding any Resource Make-Whole Payments 
to be charged to the buyers of replacement capacity). The Adjusted Zonal Capacity Price may 
decrease if Unforced Capacity is decommitted or the Resource Clearing Price decreases in an 
incremental Auction."). 

^̂  See, e.g., Entergy Sen/ices, Inc., 130 FERC If 61,026 (2010) ("the appropriate inquiry in 
reviewing rate changes proposed pursuant to section 205 is whether '[t]he filing meets the 
statutory standard, not whether alternatives offered by intervenors are better... [t]he proposed 
provisions need be neither perfect nor even the most desirable; they need only be just and 
reasonable and not unduly discriminatory or preferential.'" (citing Presiding Judge quoting 
American Elec. Power Sen/. Corp. v. FERC, 116 FERC T| 61,179, at 61,757 (2006)); Louisville 
Gas & Elec. Co., 114 FERC ̂  61,282 at P 29 (2006) ("the just and reasonable standard under 
the FPA is not so rigid as to limit rates to a "best rate" or "most efficient rate" standard. Rather, a 
range of alternative approaches often may be just and reasonable") {'LG&E Withdrawal Order"). 

^̂  See PJM Interconnection, L L C , Order Denying Reh'g and Approving Settlement . 
Subject to Conditions, 117 FERC ^ 61,331 (2006); Order on Reh'g and Clarification and 

(cont'd) 



Rather, the OCC is claiming that it is not just and reasonable to use the RPM price as a 

benchmark for pricing capacity for five months under the Duke FRR Plan, 

notwithstanding the uncontested fact that this same RPM price is a just and reasonable 

price to charge to every other load-serving entity in PJM for these five months: 

The Midwest ISO rates cited by OCC are not "better" or somehow "more" 

reasonable than PJM's RPM rate. The Commission has useful experience in 

determining when a price index, such as an RTO clearing price, is appropriate for use 

as a benchmark for pricing another transaction. Specifically, an affiliate transaction will 

be authorized if it is benchmariced to an index price that meets criteria set forth in 

Commission policy.^° An RTO index is "acceptable benchmark evidence and mitigates 

affiliate abuse concerns so long as that benchmark price or index reflects the market 

price where the affiliate transaction occurs (i.e., is a relevant index).'^^ 

Contrary to the OCC's contention, PJM's RPM price for delivery to loads in PJM 

in the spring of 2012 provides a more relevant index benchmark for the wholesale 

capacity charge for the PJM loads in the DEO zone in the spring of 2012 than Midwest 

ISO prices from the Spring of 2010. First, the location is not the same. During the FRR 

(cont'd from previous page) 
Accepting Compliance Filing, 119 FERC 1161,318 (2007); Order Denying Reh'g, 121 FERC Tf 
61,173 (2007); Petition for review denied without opinion. Public Sen/ice Electric & Gas 
Company, et al. v. FERC, 324 Fed. Appx. 1 (2009). 

°̂ See, e.g., Market-Based Rates for Wholesale Sales ofEiectric Energy, Capacity and 
Ancillary Sen/ices by Public Utilities, Order No. 697, 119 FERC U 61,295 at P 542 (2007) 
("Order No. 697"); order on reh'g and clarification, Order No. 697-A, 123 FERC If 61,055 (2008); 
order on reh'g and clarification, 124 FERC If 61,055 (2008); order on reh'g and clarification. 
Order No. 697-B, 125 FERC If 61,326 (2008); order on reh'g and clarification, Order No. 697-C, 
127 FERC If 61,284 (2009); order on reh'g and clarification, Order No. 697-D, 130 FERC Iff 
61,206 (2010); order on request for clarification, 131 FERC Tf 61,021 (2010). 

^^ . Id See also, e.g., Brownsville Power I, L L C , 111 FERC ^ 61,398 at P 10 (2005) 
{"Brownsville") ("[tjying the price of an affiliate transaction to an established, relevant maricet 
price adequately mitigates any affiliate abuse concems") (citations omitted). 



Plan period, DEO will be in PJM, not the Midwest ISO. Thus, the price in the Midwest 

ISO will not be the "price where the ... transaction occurs."^^ Perhaps it might 

nonetheless be argued that the Midwest ISO Voluntary Capacity Auction represents a 

market that will remain geographically "relevant" to DEO once it is in PJM. But the 

Midwest ISO price will be a price from a different market, with different obligations, 

penalties and charges. Surely the RPM price from the same geographic market - i.e., 

the "price where the ... transaction occurs" - will not be less relevant. In fact, in 2005 

the Commission examined the {geographically) reverse situation and concluded that the 

newly-established Midwest ISO Cinergy Hub index was a "more relevant index" to 

benchmark sales among Cinergy affiliates than the PJM Southwest Interface index price 

"because Cinergy Utilities as purchasers are located in the Midwest ISO."^^ Here, the 

load purchasing capacity to meet reliability obligations will be in PJM, making PJM's 

RPM the "more relevant index." '̂̂  

Second, the capacity prices that the OCC references were established in a 

substantially different time period from the time when the DEO zone in PJM will need 

capacity. The OCC argues that Midwest ISO auction prices referenced by the OCC, 

which apply to a delivery period over a span of months in the frrst half of 2010,^^ should 

somehow stand as a reasonable proxy for the value of a capacity product that will be 

required by customers in the DEO zone in PJM for delivery some two years later, in the 

^ Order No. 697 at P 542. 

^̂  Brownsville, 111 FERC If 61,398 at P 10. 

' ' I d . 

•̂ ^ See OCC at 7. The OCC selected the first five months (January to May) for price 
comparison. 



first half of 2012. But surely the RPM price for delivery of capacity in the same time 

period in which customers in the DEO footprint will require capacity is not less relevant. 

Third, the Midwest ISO capacity prices cited by the OCC were set in thinly-traded 

markets, in sharp contrast to the large and robust capacity markets in PJM. The 

Commission's policy on price indexes requires that the index be robustly traded.'^^ 

While an RTO market is generally deemed to satisfy this test, comparison between the 

Midwest ISO's Voluntary Capacity Auction and the PJM RPM process is illuminating. 

The Brattle Group report cited by the OCC states that the Midwest ISO's Voluntary 

Capacity Auction "exhibited low volumes and widely varying prices."^'' The Voluntary 

Capacity Auction "is a residual market covering only a small fraction of the market."^^ 

Indeed, the "average cleared volume in the [Voluntary Capacity Auction] is only 0.7% of 

the system summer peak, and only 1.9% of the volume of bilateral [Planning Resource 

Credits] traded."^^ 

The authors of the report suggest that "[t]hese low volumes could be because 

many LSEs prefer to procure most of their seasonal capacity needs several months in 

advance rather than through the auction right before the planning deadline.""*" The low 

®̂ See, e.g., Order No. 697 at P 543 ("while the Commission has found in the past that 
certain non-RTO price indices are acceptable indicators of market prices, we continue to 
recognize that price indices at thinly traded points can be subject to manipulation and are 
otherwise not good measures of market prices as discussed in the Price Index Policy 

. Statement"); Richmond County Power, LLC, 96 FERC ̂  61,149 (2001) (rejecting use of thinly-
traded price indices for purposes of benchmarking affiliate transaction prices). 

^̂  The Brattle Group, Midwest ISO's Resource Adequacy Construct: An Evaluation of 
Market Design Elements, January 19, 2010, at 44, available at 
http://www.brattle.com/ documents/uploadlibrarv/upload832.pdf. 

^' Id. 

^̂  Id. 

^. Id 
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volumes may be consistent with the Midwest ISO's market design "since MISO is 

primarily a bilateral market and the [Voluntary Capacity Auction] was never intended to 

replace bilateral activity. The [Voluntary Capacity Auction] was only intended to serve as 

a balancing market."^^ The report recommends continued study and states that "[mjany 

stakeholders have expressed a lack of confidence" in the Voluntary Capacity Auction 

results."*^ As the Commission has said, "[s]ince index dependencies permeate the 

energy industry, the indices must be robust and accurate and have the confidence of 

market participants for such markets to function properiy and efficiently."^^ 

By contrast, all capacity required to meet PJM's non-FRR reliability requirements 

- more than 130,000 MW for Delivery Year 2011 -12^^ - clears in the Base Residual 

Auction or a subsequent Incremental Auction. And as explained above, it is the 

weighted averaging ofthe results from that set of auctions for a Delivery Year that 

produces the Final Zonal Capacity Price that DEO plans to charge to wholesale load 

that does not choose to self-supply. Thus, even if the Midwest ISO's Voluntary 

Capacity Auction is sufficiently robust to serve as a benchmark for pricing purposes, it is 

simply not credible to argue that it is more robust, or a better benchmark, than PJM's 

RPM. 

In sum, the Midwest ISO's Voluntary Capacity Auction does not provide a "better" 

benchmark for capacity in DEO's FRR auction than the more relevant PJM RPM price. 

^' id. 

^̂  Id, at 43-44. 

^̂  Price Discovery in Natural Gas and Electric Marl<ets, Policy Statement on Natural Gas 
and Electric Price Indices, 104 FERC ̂  61.121 at P 6 (2003). 

^ See http://www.pim.com/mari<ets-and-operations/rpm/~/media/markets-ops/rpm/rpm-
auction-info/2009-2010-base-residual-auction-report.ashx. 
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The PJM Incremental Auctions also do not provide a "better" price on a stand-alone 

basis, because the prices from those auctions already are factored in, on a weighted 

average basis, to the RPM Final Zonal Capacity Price that DEO proposes to use as its 

benchmark. And in any event, the notion that some "better" price is needed is without 

merit. Load serving entities in PJM must supply the same quantity of capacity to meet 

reliability requirements every day ofthe year, and as a consequence they must pay the 

same RPM price every day ofthe year that they serve load, regardless of whether they 

were serving that load during the summer peak. Thus, not only is the RPM price the 

price specified to be charged by PJM's Reliability Assurance Agreement in situations 

like this, RPM is the best available benchmark for the price of capacity to meet reliability 

requirements in PJM every day of the year. 

i i. Responses to Questions Regarding Operation of FRR Plan 

On Friday, September 17, 2010, PJM conducted a stakeholder meeting 

concerning the RTO Realignment in Cincinnati, Ohio. Approximately 30 stakeholders 

were present at that meeting and another 80 registered to participate by phone. At the 

meeting, PJM made a presentation providing stakeholders with information about the 

integration of DEO and DEK into PJM, and how it will affect stakeholders, covering 

topics such as Financial Transmission Rights (FTR), RPM and RTEP transition, as well 

as transmission service conversion. The slides used for the presentation are a good 

resource for stakeholders to find answers regarding their questions. It can be found at 

http://pim.com/committees-and-qroups/stakeholder-meetings/stakeholder-

qroups/duke.aspx. PJM also has a "frequently asked questions" document posted on 

its website the records questions and answers from stakeholders, including questions 

12 

http://pim.com/committees-and-qroups/stakeholder-meetings/stakeholderqroups/duke.aspx
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that were asked directly of Duke Energy. That document can be found at 

http://pjm.com/markets-and-operations/market-integration/duke.aspx, and will be 

updated by PJM as more questions are received by PJM and/or Duke Energy. 

PJM has also posted a question & answer document prepared by Duke Energy 

that seeks to specifically answer the factual questions presented in the comments and 

protests to the FRR Plan Filing. That document can be found at 

iittp://pim.com/committees-and-Qroups/stal<eholder-meetinQs/stakeholder-

qroups/duke.aspx. The question & answer document was provided to stakeholders at 

the September 17 PJM stakeholder meeting, and reviewed with the stakeholders by a 

Duke Energy representative. No stakeholders commented or asked further questions at 

the time.^^ For example, the Duke Energy representative specifically asked whether 

stakeholders would be opposed to DEO's proposal to withdraw a waiver request as 

discussed in question (4) below. Since no objection was expressed, DEO hereby 

withdraws that waiver request.^ 

The following question and answers regarding operation ofthe FRR plan are 

substantively identical to those shared at the PJM stakeholder meeting, although 

additional details on dynamic scheduling under the PJM tariff have been provided in 

response to question (5). 

^^ Duke Energy does not mean to imply that stakeholders were under an obligation to 
comment at the time if they had reservations about our answers. They were not. Rather, we 
simply wish to demonstrate that our commitment to addressing these sorts of issues runs 
beyond filing of pleadings with the Commission. 

^̂  Specifically, DEO withdraws its request, on pages 17-18 of the FRR Plan Filing, for 
waiver with respect to Section F.2 of Schedule 8.1 of the RAA to the extent that it would impose 
a FRR Capacity Deficiency Charge on a Demand Resource Provider when its resources are no 
longer available to support the Demand Resource Provider's capacity obligation because of the 
permanent departure of the load resource associated with the obligation. 
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Will parties who "self-serve" be able to do so for parts of the FRR plan 
(deliver year blocks) less than the total 29-month transition period? (See, 
e.g., FirstEnergy,^^ AMP-Ohio^^) Also, will LSEs be allowed to satisfy a 
portion of their capacity obligations with their own resources and the 
remaining with resources acquired from DEO through the Duke FRR plan? 
(AMP-Ohio^^) 

• Response: All loads will have the option to self-supply. The means of 
self-supply, and the flexibility associated with that means, are established 
by PJM's reliability assurance agreement ("RAA"). 

• As stated on page 14 ofthe Duke FRR Filing, alternative retail suppliers 
have an option, per section D.9 of Schedule 8.1 ofthe R/VK, to procure 
their own supply, which we call the "opt-out" option: The RAA specifically 
provides that such elections may be made on a delivery year basis. The 
RAA does not specify whether an alternative retail supplier may opt-out for 
part of its load or all of i t We propose to allow opt-outs for partial loads to 
promote flexibility. 

• Other wholesale loads may self-supply by entering into their own FRR 
plans.''^ Typically there is a minimum five-year period for an FRR plan in 
PJM.''^ However, given the unique integration-related context of our FRR 
proposal, we have requested waiver ofthe minimum five-year term to 
allow FRR plans for DEO and other affected FRR entities to run only for 
the 29 month period prior to RPM integration. Thus, we proposed two 
FRR self-supply alternatives: 

• They can enter into a traditional FRR plan, per the terms of the 
RAA (e.g., with the minimum five year term contemplated by the 
RAA); or 

• They can (with the Commission's permission, which permission 
DEO and DEK have sought in this proceeding on their behalf) enter 
into an out-of-time FRR Plan designed to see them through the 29 

^̂  FirstEnergy at 2. 

^̂  Motion to Intervene and Comments of American Municipal Power, Inc., Docket No. 
ER10-2254-000 at 6-8 (filed Sept. 7, 2010) ("AMP-Ohio"). 

^' Id. 

'̂ ° Per RAA Schedule 8.1, Section B. 1, "a Party [that did not previously select FRR status 
under another now-expired eligibility option] is eligible to select the FRR Alternative if it (a) is an 
lOU, Electric Cooperative, or Public Power Entity; and (b) demonstrates the capability to satisfy 
the Unforced Capacity obligation for all load in an FRR Service Area, including all expected load 
growth in such area, for the term of such Party's participation in the FRR Alternative," (emphasis 
added). 

"̂  Section C.I of Schedule 8.1 of the RAA provides that the election of a Party of the FRR 
Alternative "shall be for a minimum term of five consecutive Delivery Years." 

14 



month transition period before they can participate in RPM, with all 
of the waivers and adjustments that we seek in this filing to make 
such an out-of-time FRR Plan possible, but otherwise the same as 
a traditional FRR plan. 

o DEO and DEK did not request waiver of the five-year minimum FRR 
period for FRR plans to run less than 29 months. Nor did DEO/DEK 
request any waiver that would permit LSEs serving wholesale load to 
submit an independent FRR plan for a partial amount of their capacity 
obligation. We note that the waiver requests we made on behalf of 
independent FRR entities were intended to be helpful, not to constrain the 
ability of independent FRR entities to make alternative waiver requests on 
their own behalf. 

2. Explain how DEO wil l bill the proposed index price to third-party suppliers 
who serve wholesale or retail load in the Ohio footpr int (See FirstEnergy*^) 

• Response. Pursuant to Schedule 8.1 of the fl'XA, DEO is required to 
fulfill the FRR capacity needs of alternative retail electric suppliers serving 
switched load. DEO will serve such load at the RPM price, as provided for 
in RAA Section D.8 of Schedule 8.1, unless the alternative retail LSE 
supplies its own capacity pursuant to an election and commitment made 
under Section D.9 of Schedule 8.1. As stated on page 15 ofthe FRR 
Filing,"*^ such sales will be made under DEO's market-based rate tariff. 
Procedurally, PJM will act as the billing agent for DEO for sales of 
capacity to such alternative retail suppliers. 

• Specifically, the [RAA states: 

"PJM shall manage the transfer accounting associated with such 
compensation and shall administer the collection and payment of amounts 
pursuant to the compensation mechanism." 

3. Explain Duke's request for waiver regarding summer compliance testing of 
Demand Resources and measurement of Energy Efficiency Resources for 
the partial year Jan 1, 2012 to May 31, 2012. (See, e.g.. PSEG'^) 

• Response: It is not clear to DEO/DEK how PJM could test demand 
resources in the summer of 2011, since those resources will still at that 
time be in the Midwest ISO. Thus, we have proposed that PJM be 
required to use its reasonable judgment in determining, for that very 
limited time period from January 1, 2012 to May 31, 2012, which DR and 
EE resources can satisfy reliability requirements, if any. PJM is in the 

42 

43 

M 

000 at 4-5 (filed Sept. 7, 2010). 

FirstEnergy at 1-2. 

See footnote 25 of FRR Filing. 

Motion to Intervene and Comments ofthe PSEG Companies, Docket No. ER10-2254-
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process of comparing its testing, measurement and verification 
requirements with those ofthe Midwest ISO, to ascertain whether they are 
sufficiently similar, in PJM's sole judgment, such that allowing these 
resources to participate in the FRR Plan will not cause PJM to fail to 
satisfy its reliability requirements. 

4. In its comments PSEG questions the propriety of the waiver DEO sought 
with respect to Section F.2 of Schedule 8.1 o f the RAA to the extent that it 
would impose a FRR Capacity Deficiency Charge on a Demand Resource 
Provider when its resources are no longer available to support the Demand 
Resource Provider's capacity obligation because o f the permanent 
departure of the load resource associated with the obligation.'*^ PSEG also 
wants to know whether it is a permanent waiver request for all DRPs in the 
DEO/DEK zones."^ 

• Response. The proposed waiver request in question is intended to 
continue for the FRR transitional period only, and to provide maximum 
flexibility for affected stakeholders during that timeframe. That said, to 
date no parties have expressed an interest in that particular waiver 
request As a result, and in light of the considerations raised in PSEG's 
comments, DEO proposes to withdraw this waiver request. 

5. Explain the process for pseudo-tying facilities from PJM to the Midwest 
ISO. (See PSEG'*^) 

• Response. The Midwest ISO tariff contains provisions regarding the 
criteria for maintaining pseudo-ties to the Midwest ISO. First, the Midwest 
ISO tariff provides that regulation, spin, and supplemental qualified 
resourced in the day-ahead energy and operating reserve market either be 
physically located within the Midwest ISO balancing authority area or be 
pseudo-tied into Midwest ISO and remain pseudo-tied until the next 
Network Model update.'*^ The Midwest ISO also provides that load 
external to the Midwest ISO Balancing Authority Area may be included as 
part ofthe Transmission Provider Region if that Load registers through an 
existing Local Balancing Authority (LBA) and pseudo-ties into the Midwest 
Balancing Authority Area through that existing LBA.'*^ 

• The PJM Tariff indicates that in order to provide Synchronized Reserve, 
Day-ahead Scheduling Resen/es, etc. a unit must be electrically located in 
the PJM Balancing Authority.^° PJM interprets "electrically located" to 

45 

46 

47 

48 

49 

50 

Id., at 5. 

Id. 

Id., at 6. 

Midwest ISO Tariff §§ 39.2.1 B.a, b, and c. 

Id., § 39.2.3. 

PJM Tariff, Attachment K-Appendix §§ 1.3.1D.03, 1.3.33B.01. 
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mean either physically connected to the PJM Region or either pseudo-fied 
or dynamically scheduled into PJM. The PJM Tariff also provides for 
dynamic scheduling.^^ PJM considers dynamic schedules and pseudo-
ties to be the same thing, although the Midwest ISO does not. 

With respect to dynamic scheduling, Section 1.12 of Attachment K -
Appendix of the PJM Tariff provides that: 

"(a) An entity that owns or controls a generating resource in 
the PJM Region may request that the Transmission Provider 
electrically remove all or part ofthe generating resource's 
output from the PJM Region through dynamic scheduling of 
the output to load outside the PJM Region. Such output shall 
not be available for economic dispatch by the Office of the 
Interconnection. A generating unit otherwise eligible 
pursuant to section 3.2.3 to submit start-up and no-load 
values for considerafion in calculation of the Operating 
Reserve Credit shall not be so eligible if all of the output of 
the unit is dynamically scheduled outside ofthe PJM Region. 

(c) The Transmission Provider shall implement dynamic 
scheduling pursuant to a request under subsections (a) or 
(b) above, provided that the requesting entity can 
demonstrate to the satisfaction ofthe Transmission Provider 
that the requesting entity has arranged for the provision of 
signal processing and communications from the generator to 
the Office of the Interconnection and other participafing 
control areas and remains in compliance with any other 
procedures and operational requirements established by the 
Office ofthe Interconnecfion regarding dynamic scheduling 
as set forth in the PJM Manuals. 

(d) An entity requesting dynamic scheduling shall be 
responsible for reserving amounts of firm or non-firm 
transmission service necessary to deliver the range of the 
dynamic transfer and any required ancillary services. 

(e) The generating unit shall cooperate with PJM to ensure 
that changes in the dynamic schedule value do not 
adversely impact PJM's management ofthe PJM Area 
Control Error in a manner unacceptable to PJM, and, in the 
event that PJM, in its sole discretion, determines that the 
generating unit's actions in this regard are unacceptable, 
PJM may terminate the dynamic scheduling arrangement 

^̂  PJM Tariff, Attachment K - Appendix §1.12. 
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and may require such additional conditions as it deems 
appropriate prior to any further dynamic scheduling. 

Explain the treatment of existing transmission and interconnection service, 
and of transmission and interconnection service requests, and application 
of "hold harmless" {e.g., IMPA, EKPC, AMP-Ohio"). Explain the 
determination of deiiverability from existing resources (AMP-Ohio^^). 

• Response. As stated in the Initial Filing DEO and DEK expect to submit a 
number of future filings as part ofthe proposed RTO Realignment, 
including additional filings in the Summer or Fall of 2011 to address 
transition of transmission service, generator and load interconnection 
queues, generator deactivation requests, and existing agreements. 

• It is our understanding that PJM will treat existing interconnection 
agreements in a manner similar to which they are being treated for the 
ATSl integration. Specifically, generators with existing interconnecfion 
agreements and in service as of the integration date will be deliverable in 
PJM upon integration. If the generator received energy resource 
interconnection service in MISO it will retain its energy only status. If the 
generator received network resource interconnection service in MISO it 
will retain capacity rights in PJM. For two-party interconnection 
agreements, upon integration those agreements will be provided with a 
PJM service agreeitient number and will be bound by the terms of PJM's 
Tariff. For three-party interconnecfion agreements, they must first be 
assigned from MISO to PJM after which PJM will assume the role of 
Transmission Provider under those agreements. However, before PJM 
will accept assignment of such agreements it will review them to 
determine whether they contain any terms and conditions for which the 
Transmission Provider is responsible that are inconsistent with PJM's 
standard interconnection service agreement located in Attachment O to 
PJM's Tariff. In such case, the generator will be given the option to enter 
into PJM's standard form of interconnection service agreement, amend 
their current agreements to address the inconsistencies or condition the 
assignment of the agreement on the generator agreeing to a supremacy 
provision pursuant to which PJM's Tariff and Manuals will prevail where 
there are inconsistencies. 

• All hold harmless issues should be addressed as part of planned future 
DEO/DEK filings. As stated in the DEO/DEK Answer in Docket No. ER10-
1562-000, pursuant to the LG&E standard the "hold harmless" obligations 

^̂  Intervention and Protest ofthe Indiana Municipal Power Agency, Docket No. ER10-
2254-000 at 4-5 (filed Sept. 7, 2010) ("IMPA"); Motion to Intervene ofthe East Kentucky Power 
Cooperative, Inc., Docket No. ER10-2254-000 at 2 (filed Sept. 3, 2010) ("EKPC); AMP-Ohio at 
9-10. 

^̂  AMP-Ohio at 9-10. 
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apply to "existing" transmission contracts for the remaining term of such 
contracts.^"* According to FERC, a transmission reservation only qualifies 
for hold harmless treatment if it was confirmed before the withdrawing 
entity gave notice ofthe withdrawal to the Midwest ISO. Thus, no 
transmission reservation will qualify for hold harmless treatment if it was 
confirmed by the Midwest ISO after May 20, 2010. We continue to invite 
parties with hold harmless questions to contact Duke to discuss them. 

III. "Hold Harmless" Issues Should Be Deferred 

IMPA says that it "should be held harmless for any consequences 

associated with [DEO's] proposal for meeting resource adequacy requirements and 

Fixed Resource Requirements during the transition period."^^ But the "hold harmless" 

requirement is limited in nature and does not extend to resource adequacy. As the 

Commission has explained, the hold hannless obligation derives from the Midwest ISO 

Transmission Owners Agreement,^^ and there is no hold harmless obligation beyond 

that provided by that Agreement.^^ The governing provision provides, in its entirety: 

Users taking service which involves the withdrawing Owner and which 
involves transmission contracts executed before the Owner provided 
notice of its withdrawal shall continue to receive the same service for the 
remaining term of the contract at the same rates, terms, and conditions 
that would have been applicable if there were no withdrawal. The 

^ LG&E Withdrawal Order, 114 FERC If 61,282 at P 44. "[E]xisting" arrangements means 
those transmission contracts entered into prior to the date that DEO and DEK notified the 
Midwest ISO of their intent to withdraw, i.e.. May 20, 2010. Id.; see also Louisville Gas & Elec. 
Co., order on re/7 'g, 116 FE RC Tf 61,020 at P 24 (2006) {"LG&E Rehearing Order"). "fCjontracts" 
include "grandfathered agreements, executed transmission service agreements under the [ASM 
Tariff] that cover specific transactions, or [any] confirmed reservation on the Midwest ISO Open-
Access Same-time infonnafion system (OASIS) in existence as of the notice date." LG&E 
Withdrawal Order, 114 FERC If 61,282 at P 46; see also LG&E Reheating Order, 116 FERC 
tf 61.020 at P 24, 

^̂  IMPA at 5 (footnote omitted). 

^̂  The Agreement of Transmission Facilities Owners to Organize the Midwest Owners to 
Organize the Midwest independent Transmission System Operator, inc., a Delaware Non-Stock 
Corporation ("Midwest ISO Transmission Owners Agreemenf). 

^̂  LG&E Reheanng Order, 116 FERC If 61,020 at PP 7-13. 
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withdrawing Owner shall agree to confinue providing service to such 
Users and shall receive no more in revenues for that service than if there 
had been no withdrawal by such Owner.^^ 

IMPA seems to be arguing that it has transmission arrangements in the Midwest 

ISO that will be "disbanded" as a result of DEO's move to PJM, and from there draws a 

tenuous connection from this service to a desire to be able to "seamlessly deliver" its 

"MISO-area generation portfolio" to a network load (the City of Blanchester, Ohio) that 

will be in PJM once DEO moves.^^ 

As we have exptained,^° hold harmless issues should not be addressed before 

DEO has proposed its new PJM zonal transmission rate, because until that proposal is 

made, there is no basis for a comparison between the old transmission rate and the 

new transmission rate. Even if it were appropriate to raise hold harmless issues now, 

IMPA has not made a threshold showing sufficient to warrant hold harmless treatment. 

It has not identified the "transmission contract"^^ from which its claim allegedly arises, 

much less offered the required proof that the contract was "existing" on May 20, 2010, 

the date that DEO gave notice of its withdrawal to the Midwest ISO.®^ IMPA also has 

not demonstrated that the remaining term of any such transmission contract extends 

*̂  Midwest ISO Transmission Owners Agreement, Art. Five § 11.A. 

^' IMPA at 5. 

^° See Duke Initial Filing in Docket No. ER10-1562-000 at 4; Duke Answer in Docket No. 
ER10-1562-000, at 30-31; FRR Plan Filing at 4. 

^̂  "[Cjontracts" include "grandfathered agreements, executed transmission service 
agreements under the [ASM Tariff] that cover specific transactions, or [any] confimned 
reservation on the Midwest ISO Open-Access Same-time information system (OASIS) in 
existence as ofthe notice date." LG&E Withdrawal Order, 114 FERC Tf 61,282 at P 46; see also 
LG&E Rehearing Order, 116 FERC Tf 61,020 at P 24. 

^̂  LG&E Withdrawal Order, 114 FERC Tf 61,282 at P 44; see also LG&E Rehearing Order, 
116 FERC Tf 61,020 at P 24. 
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beyond the January 1, 2012 date of integration into PJM.^^ Perhaps most 

fundamentally, IMPA does not provide any evidence that its transmission contract has a 

provision entitling it, as a condition of its transmission service (which is the only thing 

protected by the hold harmless provision) to protection with respect to resource 

adequacy requirements. 

We recognize that these are factual issues, and we are not suggesting that the 

Commission reject IMPA's claim. In fact, we ask that the Commission not reject IMPA's 

claim at this time, because we do not want IMPA to feel compelled to file an answer and 

try to turn this proceeding into something that it is not. Rather, we offer this response 

simply to illustrate that the record is insufficient to rule in IMPA's favor. As IMPA notes, 

we are in talks with IMPA, and IMPA expresses its optimism that a timely and amicable 

resolution can be reached.^ The Commission recentiy deferred all hold harmless 

issues until the filing ofthe zonal transmission rate in similar circumstances with respect 

to FirstEnergy.^^ 

However, should the Commission wish to provide IMPA (or other similarly 

situated entities, if there are any) with some comfort now on the topic of use of Midwest 

ISO capacity resources for reliability purposes in PJM, we refer the Commission to the 

discussion of capacity portability in the Duquesne withdrawal proceeding. There, the 

Commission recognized that as a result of their participation in the PJM RPM auction, 

Duquesne and other LSEs in its zone had procured out-of-zone capacity resources for 

'3 LG&E Withdrawal Order, 114 FERC Tf 61,282 at P 49. 

^ IMPA at 4. 
65 American Transmission Systems, Inc., 129 FERC Tr61,249 at P 50 (2009). 
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the period after Duquesne planned to move to the Midwest ISO.̂ ® The Commission 

directed PJM "to support reasonable arrangements to permit Duquesne to utilize that 

capacity in satisfying its reliability obligations to the Midwest ISO" after Duquesne joined 

the Midwest ISO.^^ Subsequentiy, PJM filed portability agreements with respect to 

Duquesne and 13 other LSEs in the Duquesne zone.^^ 

Because the Midwest ISO does not conduct a three-year forward auction, load in 

the DEO Midwest ISO footprint will only have an issue like IMPA's if the load has 

bilaterally contracted for capacity somewhere in the Midwest ISO outside of the DEO 

zone for the period after the RTO Realignment So far only IMPA has raised this issue, 

and only with respect to its relatively small Blanchester load. So the issue does not 

appear to have anything approaching the scale that was at issue in the Duquesne 

situation. If it was possible for PJM to devise an appropriate portability arrangement for 

all the capacity committed to the Duquesne zone, it should be far simpler for the 

Midwest ISO (working with PJM as needed) to devise appropriate portability 

arrangements for IMPA and anyone similariy situated. Accordingly, we recommend that 

the Commission direct the Midwest ISO and PJM "to support reasonable arrangements 

to permit" any load with capacity under contract or owned for reliability purposes as of 

^ . See Duquesne, supra n. 1, 122 FERC Tf 61,039 at P 93 (2008). 

Id 

^ The Commission accepted PJM's filed portability agreements, subject to conditions. See 
PJM interconnection, L L C , 124 FERC Tl 61,307 (2008). Duquesne sought rehearing. 
Subsequently, several parties to these and related docket proceedings submitted a settlement 
agreement resolving several omnibus issues, including that Duquesne would no longer seek to 
withdraw from PJM and join the Midwest ISO. The Commission approved the settlement 
agreement. Duquesne Light Company, 126 FERC Tf 61,074 (2009), reh'g denied, 127 FERC Tf 
61,187(2009). 
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the date that DEO gave notice of its intent to withdraw from the Midwest ISO (May 20, 

2010) "to utilize [such] capacity in satisfying its reliability obligations" in PJM after DEO 

joins PJM.^^ We believe this will be particularly helpful to entities such as IMPA 

because we do not believe that the Midwest ISO Transmission Owners Agreement will 

be found, when the time comes, to hold them harmless with respects to resource 

adequacy requirements. 

Motion for Leave to File Answer 

Good cause exists to permit this answer because it will provide the Commission 

with information necessary to fully understand the issues raised by the protests and 

comments in this proceeding. The Commission may permit answers to protests 

pursuant to Rule 213(a)(2) for good cause shown if the answer "will not delay the 

proceeding, will assist the Commission in understanding the issues raised, and will 

insure a complete record upon which the Commission may act"™ This answer meets 

these criteria and should be permitted as an appropriate exercise ofthe Commission's 

discretion. 

Conclusion 

For the reasons set forth above, and in the FRR Plan Filing, DEO and DEK 

request that the Commission grant the relief requested in the FRR Plan Filing. 

^̂  Id. 

^° PJM Interconnection, L L C , 105 FERC Tl 61,312 at P 21 (2003); PJM Interconnection, 
L L C , 104 FERC Tf 61,154 at P 14 (2003); PJM Interconnection, LL.C, 102 FERC Tf 61,161 at 
P 13 (2003). 
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Section 1:10-K (FORM 10-K) 

UNITED STATES SECURITIES AND EXCHANGE COMMISSION 
WASHINGTON, D.C. 20549 

FORM 10-K 
FOR ANNUAL AND TRANSITION REPORTS 
PURSUANT TO SECTION 13 OR 15(d) OF 

THE 
SECURITIES EXCHANGE ACT OF 1943 

(Mark One) 
El 

D 

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(cl) OF THE SECURITIES EXCHANGE ACT OF 1934 
For the fiscal period ended December 31, 2012 or 

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 
For the transition period from to 

Commission 
file number 

1-32853 

1-4928 

1-15929 

1-3382 

1-3274 

1-1232 

1-3543 

Exact name of registrants as specified in their charters, addresses of principal executive offices, 
telephone numbers and states of incorporation 

DUKE ENERGY CORPORATION 
550 South Tryon Street 

Charlotte, NC 28202-1803 
704-382-3853 

State of Incorporation: Delaware 

DUKE ENERGY CAROLINAS, LLC 
526 South Church Street 
Charlotte, NC 28202-1803 

704-382-3853 
State of Incorporation: North Carolina 

PROGRESS ENERGY, INC. 
410 South Wilmington Street 

Raleigh, North Carolina 27601-1748 
704-382-3853 

State of Incorporation: North Carolina 

CAROLINA POWER & LIGHT COMPANY 
d/b/a PROGRESS ENERGY CAROLINAS, INC. 

410 South Wilmington Street 
Raleigh, North Carolina 27601-1748 

704-382-3853 
State of Incorporation: North Carolina 

FLORIDA POWER CORPORATION 
d/b/a PROGRESS ENERGY FLORIDA, INC. 

299 First Avenue North 
St. Petersburg, Florida 33701 

704-382-3E53 
State of Incorporation: Florida 

DUKE ENERGY OHIO, INC. 
139 East Fourth Street 
Cincinnati, OH 45202 

704-382-3853 
State of Incorporation: Ohio 

DUKE ENERGY INDIANA, INC. 
1000 East Main Street 

Plainfield, IN 46168 
704-382-3853 

State of Incorporation: Indiana 

IRS Employer 
Identification No. 

20-2777218 

56-0205520 

56-2155481 

56-0165465 

59-0247770 

31-0240030 

35-0594457 

SECURITIES REGISTERED PURSUANT TO SECTION 12(B) OF THE ACT: 

Registrant 

Duke Energy Corporation (Duke Energy) 
Duke Energy 

Duke Energy Carolinas, LLC (Duke Energy 
Carolinas) 
Progress Energy, Inc, (Progress Energy) 
Progress Energy Canjiinas, Inc. (Progress Energy 
Carolinas) 
Progress Energy Florida, Inc. (Progress Energy 
Florida) 
Duke Energy Ohio, Inc. (Duke Energy Ohio) 
Duke Energy Indiana, Inc. (Duke Energy Indiana) 

Title of each class 

Common Stock, $0,001 par value 
5.125% Junior Subordinated Debentures due 
January 15, 2073 
All of the registrant's limited liability company member interests are directly owned by Duke Energy, 

Name of each exchange on which registered 

New York Stock Exchange, inc. 
New York Stock Exchange, Inc. 

All ofthe registrant's common stock is directly owned by Duke Energy. 
All ofthe registrant's common stock is indirectly owned by Duke Energy. 

All ofthe registrant's common stock is indirectly owned by Duke Energy. 

All ofthe registrant's common stock is indirectly owned by Duke Energy. 
All ofthe registrant's common stock is indirectly owned by Duke Energy. 
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ITEM 1. BUSINESS 

DUKE ENERGY 

General. Duke Energy Corporation (collectively with its subsidiaries, Duke Energy) is an energy company headquartered In Charlotte, North 
Carolina. Duke Energy operates in the U.S. primarily through its direct and Indirect wholly owned subsidiaries, Duke Energy Carolinas, LLC (Duke Energy 
Carolinas), Carolina Power & Light Company d/b/a Progress Energy Carolinas, Inc. (Progress Energy Carolinas), Florida Power Corporation d/b/a 
Progress Energy Florida, Inc. (Progress Energy Florida), Duke Energy Oiilo, Inc. (Duke Energy Ohio), and Duke Energy Indiana, Inc. (Duke Energy 
Indiana), as well as in Latin America through Duke Energy International, LLC (DEI). When discussing Duke Energy's consolidated financial Information, it 
necessarily includes the results of its six separate subsidiary registrants, Duke Energy Carolines, Progress Energy, Inc. (Progress Energy), Progress 
Energy Carolinas, Progress Energy Florida, Duke Energy Ohio, and Duke Energy Indiana (collectively referred to as the Subsidiary Registrants), which, 
along with Duke Energy, are collectively referred to as the Duke Energy Registrants. The financial information for Progress Energy, Progress Energy 
Carolinas and Progress Energy Florida Includes results after July 2, 2012. 

Duke Energy is a Delaware corporation. Its principal executive offices are located at 550 South Tryon Street, Charlotte, North Carolina 28202-1803. 
Duke Energy Carolinas is a North Carolina limited liability company. Its principal executive offices are located at 526 South Church Street, Chariotte, North 
Carolina 28202-1B03. Progress Energy and Progress Energy Carolinas are North Carolina corporations. Their principal executive offices are located at 
410 South Wilmington Street, Raleigh, North Carolina 27601-1748, Progress Energy Florida is a Florida corporation. Its principal executive offices are 
located at 299 First Avenue North, St. Petersburg, Florida 33701. Duke Energy Ohio is an Ohio corporation. Its principal executive offices are located at 
139 East Fourth Street, Cincinnati, Ohio 45202. Duke Energy Indiana Is an Indiana corporation. Its principal executive offices are located at 1000 East 
Main Street, Plainfield, Indiana 46168. 

The telephone number for the Duke Energy Registrants is 704-382-3853, The Duke Energy Registrants electronically file reports with the Securities 
and Exchange Commission (SEC), including annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, proxies and 
amendments to such reports. 

The public may read and copy any materials that the Duke Energy Registrants file with the SEC at the SEC's Public Reference Room at 100 F 
Street, N.E., Washington, D.C. 20549. The public may obtain infomiation on the operation ofthe Public Reference Room by calling the SEC at 1-800-
SEC-0330. The SEC also maintains an Internet site that contains reports, proxy and Information statements, and other Information regarding issuers that 
file electranically with the SEC at http://www.sec.gov. Additionally, information about the Duke Energy Registrants, including its reports filed with the SEC, 
is available through Duke Energy's website at http://www.duke-energy.com. Such reports are accessible at no charge through Duke Energy's website and 
are made available as soon as reasonably practicable after such material is filed with or furnished to the SEC. 

Merger with Progress Energy. On July 2, 2012, Duke Energy completed the merger contemplated by the Agreement and Plan ot Merger (Merger 
Agreement), among Duke Energy, Diamond Acquisition Corporation, a North Carolina corporation and Duke Energy's wholly owned subsidiary (Merger 
Sub) and Progress Energy, Inc. (Progress Energy), a North Carolina corporation engaged in the regulated utility business of generation, transmission and 
distribution and sale of electricity in portions of North Carolina, South Carolina and Florida. As a result ofthe merger, Merger Sub was merged into 
Progress Energy and Progress Energy became a wholly owned subsidiary of Duke Energy. 

The merger between Duke Energy and Progress Energy provides increased scale and diversity with potentially enhanced access to capital over the 
long term and a greater ability to undertake the significant constmction programs necessary to respond to Increasing environmental regulation, plant 
retirements and customer demand growth. Duke Energy's business risk profile is expected to improve over time due to the increased proportion ofthe 
business that is regulated. Additionally, cost savings, efficiencies and other benefits are expected from the combined operations. 

Immediately preceding the merger, Duke Energy completed a one-tor-three reverse stock split with respect to the issued and outstanding shares of 
Duke Energy common stock. The shareholders of Duke Energy approved the reverse stock split at Duke Energy's special meeting of shareholders held on 
August 23, 2011. All share and per share amounts presented within the Forni 10-K reflect the impact of the one-for-three reverse stock split. 

Progress Energy's shareholders received 0.87083 shares of Duke Energy common stock In exchange for each share of Progress Energy common 
stock outstanding as of July 2, 2012. Generally, all outstanding Progress Energy equity-based compensation awanjs were converted Into Duke Energy 
equity-based compensation awards using the same ratio. The merger was structured as a tax-free exchange of shares. 

For additional information on the details of this transaction Including regulatory conditions and accounting implications, see Item 7, "Management's 
Discussion and Analysis of Financial Condition and Results of Operations' and Note 2 to the Consolidated Financial Statements, "Acquisitions and 
Dispositions of Businesses and Sales of Other Assets." 

Duke Energy Business Segments. Duke Energy conducts its operations in the following business segments, all of which are considered 
reportable segments under the applicable accounting rules: US. Franchised Electric and Gas (L)SFE&G), Commercial Power and International Eneigy. 
The remainder of Duke Energy's operations are presented as Other. Duke Energy's chief operating decision maker regularly reviews financial information 
about each of these business segments in deciding how to allocate resources and evaluate perfomnance. For additional Information on each of these 
business segments, including financial and geographic information about each reportable business segment, see Note 3 lo the Consolidated Financial 
Statements, "Business Segments." 

The following sections describe the business and operations of each of Duke Energy's reportable business segments, as well as Other. (For more 
information on the operating outlook of Duke Energy and Its reportable segments, see "Management's Discussion and Analysis of Financial Condition and 
Results of Operations, Introduction — Executive Overview and Economic Factors for Duke Energy's Business." 

U.S. FRANCHISED ELECTRIC AND GAS 

U S- Franchised Electric and Gas (USFE&G) generates, transmits, distributes and sells electricity in most portions of North Carolina, northern South 
Carolina, central, north central and southern Indiana, west central Florida, and northern Kentucky. USFE&G also transmits, distributes and sells eleclricity 
in southwestern Ohio. Additionally, USFE&G transports and sells natural gas In southwestern Ohio and northern Kentucky. It conducts operations primarily 
through Duke Energy Carolinas, Progress Energy Carolinas, Progress Energy Florida, Duke Energy Indiana, and the regulated transmission and 
distribution operations of Duke Energy Ohio (Duke Energy Indiana and Duke Energy Ohio are collectively referred to as Duke Energy Midwest). These 
electric and gas operations are subject to the rules and regulations of the Federal Energy Regulatory Commission (FERC), the North Carolina Utilities 
Commission (NCUC), the Public Service Commission of South Carolina (PSCSC), the Florida Public Service Commission (FPSC), the Public Utilities 
Commission of Ohio (PUCO). the Indiana Utility Regulatory Commission (lURC), and the Kentucky Public Service Commission (KPSC). The substantial 
majority of USFE&G's operations are regulated and, accordingly, these operations qualify for regulatory accounting treatment. 
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PARTI 
dollars. This estimate Includes Duke Energy Carolinas' ownership Interest in the jointly owned nuclear reactors. The other joint owners ofthe jointly owned 
nuclear reactors are responsible for decommissioning costs related to their ownership interests In the station. The balance of Duke Energy Carolines' 
extemal Nuclear Decommissioning Trust Funds (NDTF) was $2,354 million as of December 31, 2012 and $2,050 million as of December 31, 2011. 

Progress Energy Carolinas' most recent site-specific nuclear decommissioning cost studies were completed in 2009 and showed total estimated 
nuclear decommissioning costs, including the cost to decommission plant components not subject to radioactive contamination of $3.0 billion in 2009 
dollars. This estimate includes Progress Energy Carolines' ownership Interest in the jointly owned nuclear reactors. The other joint owners of the jointly 
owned nuclear reactors are responsible for decommissioning costs related to their ownership interests in the station. The balance of Progress Energy 
Carolines' externa! NDTF was $1,259 million as of December 31, 2012 and $1,088 million as of December 31, 2011. 

Progress Energy Florida's most recent site-speclfic nuclear decommissioning cost studies were completed In 2008. In the Progress Energy Florida 
2009 rate case, the FPSC deferred review of the 2008 nuclear decommissioning study until 2010. While Progress Energy Florida was not required to 
prepare a new site-specific nuclear decommissioning cost study. It was required to update Its 2008 study by Incorporating the most currently-available 
escalation rates, This update was filed with the FPSC In December 2010. The FPSC approved this study on April 30, 2012 and showed total estimated 
nuclear decommissioning costs based on prompt dismantlement at the end of Crystal River Unit 3's useful life , including the cost lo decommission plant 
components not subject to radioactive contamination of $751 million in 2008 dollars. This estimate includes Progress Energy Florida's ownership interest 
in the jointly owned nuclear reactor. The other joint owners of the jointly owned nuclear reactor are responsible for decommissioning costs related to their 
ownership interests in the station. With the decision in eariy 2013 to retire Crystal River Unit 3, as discussed below, it is anticipated that a delayed 
dismantlement approach to decommissioning, referred to as SAFSTOR, will be submitted to the NRC for approval. This decommissioning approach is 
currently utilized at a number of retired domestic nuclear power plants and is one of three generally accepted approaches to decommissioning required by 
the NRC. Once an updated site specific decommissioning study is completed It will be filed with the FPSC. As part of the evaluation of repairing Crystal 
River Unit 3, initial estimates of the cost to decommission the plant under the SAFSTOR option were developed. Including components not subject to 
radioactive contamination, of $989 million in 2011 dollars. The balance of the external NDTF was $629 million as of December 31, 2012 and $559 million 
as of December 31, 2011. 

The NCUC, FPSC and the PSCSC hav e allowed USFE&G's regulated utilities to recover estimated decommissioning costs through retail rates over 
the expected remaining service periods of their nuclear stations. USFESiG bel ieves that the decommissioning costs being recovered through rates, when 
coupled with the existing fund bal ance and expected fund earnings, will be sufficient to provide for the cost of future decommissioning, See Note 91 o the 
Consolidated Financial Statements, "Asset Retirement Obligations," for more information. 

The Nuclear Waste Policy Act ot 1982 (as amended) provides the framework for development by the federal government of interim storage and 
permanent disposal facilities for high-level radioactive waste materials. The Nuclear Waste Policy Act of 1982 promotes increased usage of interim 
storage of spent nuclear fuel at existing nuclear plants. USFE&G will continue to maximize the use of spent fuel storage capability within its own facilities 
for as long as feasible. 

Under federal law, the U.S. Department of Energy (DOE) Is responsible for the selection and construction of a facility for the permanent disposal of 

spent nuclear fuel and high-level radioactive waste. Progress Energy Carolinas and Progress Energy Florida have contracts with the DOE for the future 

storage and disposal of our spent nuclear fuel. Delays have occurred in the DOE's proposed permanent repository to be located at Yucca Mountain, 

Nevada. See Note 5 to the Consolidated Financial Statements, "Commitments and Contingencies," for information about complaints filed by Progress 

Energy Carolinas and Progress Energy Florida in the United States Court of Federal Claims against the DOE for Its failure to fulfill its contractual obligation 

to receive spent fuel from nuclear plants. Failure to open Yucca Mountain or another facility would leave the DOE open to further claims by utilities. 

Until the DOE beg ins to accept the spent nuclear fuel. Progress Energy Carolines and Progress Energy Florida will continue to safely manage their 

spent nuclear fuel. With certain modifications and additional approvals by the NRC, including the Installation and/or expansion of on-site dry cask storage 

facilities at Robinson Nuclear Station (Robinson), Brunswick Nuclear Station (Brunswick) and Crystal River Unit 3, the Progress Energy Carolinas and 

Progress Energy Florida's spent nuclear fuel storage facilities will be sufficient to provide storage space for spent fuel generated by their respective 

systems through the expiraUon of the operati ng licenses, including any license renewals, for their nuclear generating units. Harris has sufficient storage 

capacity in Its spent fuel pools through the expiration of its renewed operating license. 

Regulation 

State 

The NCUC, the PSCSC, the FPSC, the PUCO, the lURC and the KPSC (collectively, the state utility commissions) approve rates for retail electric 
service within their respective states. In addition, the PUCO and the KPSC approve rates for retail gas distribution service within their respective states. 
The slate utility commissions, except for the PUCO. also have authority over the conslruction and operation of USFE&G's generating facilities Certificates 
of Public Convenience and Necessity (CPCN) issued by the state utility commissions, as applicable, authorize USFE&G to constmct and operate Its 
electric facilities, and to sell electricity to retail and wholesale customers. Prior approval from the relevant state utility commission Is required for USFE&G's 
regulated operating companies to issue securities. The undertying concept of utility ratemaking Is to set rates at a level that allows the utility to collect 
revenues equal to its cost of providing service plus eam a reasonable rate of return on its invested capital, including equity. 

Each of the state utility commissions allows recovery of certain costs through various cost-recovery clauses, to the extent the respective commission 
detemnlnes in periodic hearings that such costs, including any past over or under-recovered costs, are prudent. The clauses are in addition to approved 
base rates. USFE&G's regulated ufllities generally do not eam a retum on the recovery of eligible operating expenses under such clauses; however. In 
certain jurisdictions, they may eam a retum on under-recovered costs. Additionally, the commissions may authorize a return for specified investments for 
energy efficiency and conservation, capacity costs, environmental compliance and utility plant. 

Fuel, fuel-related costs and certain purchased power costs are eligible for recovery by USFE&G's regulated utilities. USFE&G uses coal, oil, 
hydroelectric, natural gas and nuclear power to generate electricity, thereby maintaining a diverse fuel mix that helps mitigate the impact of cost increases 
In any one fuel. Due to the associated regulatory treatment and the method allowed for recovery, changes In fuel costs from year to year have no material 
impact on operating results of USFE&G, unless a commission finds a portion of such costs to have been imprudent However, delays behween the 
expenditure for fuel costs and recovery from ratepayers can adversely impact the timing of cash flow of USFE&G. Progress Energy Florida is obligated to 
notify the FPSC and pemiltted to file for a midcourse change to the fuel factor between annual fuel hearings in the event its estimated over- or under-
recovery of fuel costs meets or exceeds a threshold of ten percent of estimated total retail fuel revenues and, accordingly, has the ability to mitigate the 
cash flow impacts due to the timing of recovery of fuel and purchased power costs. 

The following is a summary of pending retail base rate case pnjceedings for each of USFE&G's regulated utilities. 
14 

u^j.— . / / „ r 1 - 1 / / - i _ _ i . _ / - I ^ 1 T l ^ 1 ' ^ 1 



Document Contents Page 17 of 478 

PARTI 

Duke Energy Carolinas 2013 North Carolina Rate Case. On February 4, 2013, Duke Energy Carolines filed an application with the NCUC for an 
increase In base rates of approximately $446 million, or an average 9.7% increase in revenues. The request for increase is based upon an 11.25% return 
on equity and a capital stmcture of 53% equity and 47% long-term debt. The rate increase Is designed primarily to recover the cost of plant modernization, 
environmental compliance and the capital additions. 

Duke Energy Carolinas expects revised rates, if approved, to go into effect late third quarter of 2013. 

Progress Energy Carolinas 2012 North Carolina Rate Case. On October 12, 2012, Progress Energy Carolinas filed an application with the 
NCUC for an increase in base rates of approximately $387 million, or an average 12% increase in revenues. The request for increase is based upon an 
11.25% retum on equity and a capital structure of 55% equity and 45% long-term debt. The rate increase is designed primarily to recover the cost of plant 
modernization and other capital Investments in generation, transmission and distribution systems, as well as increased expenditures for nuclear plants and 
personnel, vegetation management and other operating costs. The rate case Includes a corresponding decrease in Progress Energy Carolines' energy 
efficiency and demand side management rider, resulting in a net requested increase of $359 million, or 11% increase in retail revenues. 

On February 25,2013, the North Carolina Public Staff filed with the NCUC a Notice of SetUement In Principle (Settiement Notice). Pursuant to the 
Settlement Notice between Progress Energy Carolinas and the Public Staff, the parties have agreed to a two year step-in to a total agreed upon net rate 
increase, with the first year providing for a $151 million, or 4.7% average increase in rates, and the second year providing for rates to be increased by an 
additional $31 million, or 1.0% average increase In rates. This second year increase is a result of Progress Energy Carolinas agreeing to delay collection 
of financing costs on the construction work in progress for the Sutton com bined cycle natural gas plant for one year. The Settlement Notice Is based upon 
a return on equity of 10.2% and a 53% equity component ofthe capital structure. 

Once filed, the actual settlement agreement will be subject to approval by the NCUC. Progress Energy Carolinas expects revised rates, if approved, 
to go into effect June 1,2013. 

Duke Energy Ohio 2012 Electric Rate Case. On July 9, 2012, Duke Energy Ohio filed an application with the PUCO for an Increase in electric 
distribution rates of approximately $87 million. On average, total electric rales would increase approximately 5.1% under the filing. The rate Increase is 
designed to recover the cost of investments In projects to improve reliability for customers and upgrades to the distribution system. Pursuant to a 
stipulation In another case, Duke Energy Ohio will continue recovering its costs associated with grid modernization in a separate rider. 

Duke Energy Ohio expects revised rates, if approved, to go into effect in the first half of 2013. 

Duke Energy Ohio 2012 Natural Gas Rate Case. On July 9, 2012, Duke Energy Ohio filed an application with the PUCO for an Increase in natural 
gas distribution rates of approximately $45 million. On average, total natural gas rates would Increase approximately 6.6% under the filing. The rate 
increase Is designed to recover the cost of upgrades to the distribution system, as well as environmental cleanup of manufactured gas plant sites. In 
addition to the recovery of costs associated with the manufactured gas plants, the rate request includes a proposal for an accelerated service line 
replacement program and a new rider to recover the associated incremental cost. The filing also requests that the PUCO renew the rider recovery of Duke 
Energy Ohio's accelerated main replacement program and grid modernization program. 

On January 4, 2013, the PUCO Staff filed a staff report recommending that Duke Ene rgy Ohio only be allowed to recover costs related to 
manufactured gas plant (MGP) sites which are currenUy used and useful in the provision of natural gas distribution service. Duke Energy Ohio filed Its 
objection to the staff report on February 4, 2013. 

Duke Energy Ohio expects revised rates, if approved, to go into effect In the first half of 2013. 

The following is a summary of recentiy resolved or settled retail base rate case proceedings for each of USFE&G's regulated utilities. 

Progress Energy Florida 2012 FPSC Settlement. On Febmary 22, 2012, the FPSC approved a comprehensive settlement agreement among 
Progress Energy Florida, the Florida Office of Public Counsel and other consumer advocates. The 2012 FPSC Settl ement Agreement will continue 
through the I ast billing cycle of Decern ber 2016. The agreem ent addresses three pri nclpal matters: (I) Progress Energy Florida's propos ed Levy Nuclear 
Project cost recovery, (ii) the Crystal River Unit 3 delamlnation pmdence review then pending before the FPSC, and (i il) certain customer rate matters. 
See Note 4 to the Consolidated Financial Statements, "Regulatory Matters - Rate Related Information," for additional provisions of the 2012 settlement 
agreement. 

Duke Energy Carolinas 2011 North Carolina Rate Case. On January 27, 2012, the NCUC approved a settlement agreement between Duke 
Energy Carolinas and the North Carolina Utilities Public Staff (Public Staff). The ternis of the agreement include an average 7.2% increase in retail 
revenues, or approximately $309 million annually beginning in February 2012. The agreement Includes a 10.5% return on equity and a capital stmcture of 
53% equity and 47% long-term debt. 

On March 28, 2012, the North Carolina Attorney General filed a notice of appeal with the NCUC challenging the rate of return approved In the 
agreement. On April 17, 2012, the NCUC denied Duke Energy Carolines' request to dismiss the notice of appeal. Briefs were filed on August 22, 2012 by 
the North Carolina Attomey General and the American Association of Retired Persons (AARP) with the North Carolina Suprem e Court, which is hearing 
the appeal. Duke Energy Carolinas filed a motion to dismiss the appeal on August 31, 2012 and the North Carolina Attorney General filed a response to 
that motion on September 13, 2012. Briefs by the appellees, Duke Energy Carolines and the Public Staff, were filed on September 21, 2012. The North 
Carolina Supreme Court denied Duke Energy Carolines' motion to dismiss on procedural grounds and set the matter for oral arguments on November 13, 
2012. Duke Energy Carolines is awaiting ah order. 

Duke Energy Carolinas 2011 South Carol ina Rate Case. On January 25, 2012, the PSCSC approved a settlement agreement between Duke 
Energy Carolinas and the ORS, Wal-Mart Stores East, LP, and Sam's East, Inc. The Commission of Public Works for the city of Spartanburg, South 
Carolina and the Spartanburg San Itary Sewer District were not parties to the agreement; however, they did not object to the agreement. The terms of the 
agreement include an average 5.98% increase in retail and commercial revenues, or approximately $93 million annually beginning Febmary 6, 2012. The 
agreement includes a 10.5% retum on equity, a capital structure of 53% equity and 47% long-term debt. 

Duke Energy Ohio Standard Service Offer (SSO). The PUCO approved Duke Energy Ohio's currant Electric Security Plan (ESP) on November 
22, 2011 The ESP effectively separates the generation of electricity from Duke Energy Ohio's retail load obligation and requires Duke Energy Ohio to 
transfer its generation assets to a nonregulated affiliate on or before December 31, 2014. The ESP includes competitive auctions for electricity supply 
wrtiereby the energy price Is recovered from retail customers. As a result, Duke Energy Ohio now earns retail margin on the transmission and distribution 
of electricity only and not on the cost of the underlying energy. New rates for Duke Energy Ohio went into effect for SSO customers on January 1, 2012. 
The ESP also includes a provision for a non-bypassable stability charge of $110 million peryearto be collected from January 1, 2012 through December 
31,2014 

15 
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Hydroelectric Generatl ng Facilities. All but one of USFE&G's hydroelectric generating facilities are licensed by the FERC under Part 1 of the 
Federal Power Act. The FERC has jurisdiction to Issue new hydroelectric operating licenses when the existing license expires. The 13 hydroelectric 
stations of the Catawba-Wateree Project are in the late stages of the FERC rellcensing process. These stations continue to operate under annual 
extensions ofthe current FERC license, which expired in 2008, until the FERC Issues a new license, which is currentiy projected to be issued by mid-
2013. Rellcensing is now under way for hvo hydroelectric stations comprising the Keowee-Toxaway Project. The current Keowee-Toxaway Project license 
does not expire until 2015 and the project will continue to operate under the current license until the new license Is issued. The Bad Creek Project license 
will expire In 2028, the Gaston Shoals Project and Ninety Nine Islands Project licenses will expire in 2036 and the Queens Creek Project which will expire 
in 2023. All other hydroelectric stations are operating under current operating licenses, including ten hydroelectric stations in the East Fork, West Fork, 
Nantahala, Bryson, Mission, Franklin projects, and the Markland Project (in Indiana) for which new licenses were issued in 2010 through 2012. Duke 
Energy requested and the FERC approved a license sun'ender for the Dlllsboro project. Duke Energy Carolinas has removed the Dillsboro Project dam 
and powerhouse as part of multi-project and multi-stakeholder agreements and Duke Energy Carolines is continuing with stream restoration and post-
removal monitoring as requested by FERC's license surrender order. 

Progress Energy Carolines has three hydroelectric generating plants licensed by the FERC: Walters, Tillery and Blewett. Progress Energy Carolinas 
also owns the Marshall Plant, which has a license exemption. The total summer generating capacity for all four units is 225 MW. Progress Energy 
Carolinas submitted an application to rellcense its Tillery and Blewett plants for 50 years and anticipates a decision by the FERC in 2013. The Walters 
Plant license will expire in 2034. 

Other Matters. USFE&G is subject to the jurisdiction of the U.S. Environmental Protection Agency (EPA) and state and I ocal environmental 
agencies. For a discussion of environmental regulation, see "Environmental Matters" in this section. 

See "Other Issues" section of Management's Discussion and Analysis of Financial Condition and Results of Operations for a discussion about 
potential Global Climate Change legislation and other EPA regulations under development and the potential impacts such legislation and regulation could 
have on Duke Energy's operations. 

COMMERCIAL POWER 

Commercial Power owns, operates and manages power plants and engages In the wholesale marketing and procurement of electric power, fuel and 
emission allowances related to these plants as well as other contractual positions. Commercial Power's generation operations, excluding renewable 
energy generation assets, consist primarily of coal-fired and gas-fired nonregulated generation assets which are dispatched into wholesale markets. These 
assets are comprised of 6,825 net MW of power generation primarily located in the Midwestern U.S. The asset portfolio has a diversified fuel mix with 
baseload and mid-merit coal-fired units as well as combined cycle and peaking natural gas-fired units. The coal-fired generation assets were dedicated 
under the Duke Energy Ohio Electric Security Plan (ESP) through December 31, 2011. As discussed in the USFESG section above, the new ESP 
effectively separates the generation of eleclricity from Duke Energy Ohio's retail load obligation as of January 1, 2012 As a result. As a result, the energy 
from Duke Energy Ohio's coal-fired generation assets no longer serve retail load customers or receive negotiated pricing under the ESP, Effective January 
1, 2012, Duke Energy Ohio completed its Regional Transmission Organization (RTO) realignment to PJM and operates as a Fi xed Resource Requirement 
(FRR) entity through May 31, 2015. As an FRR entity. Duke Energy Ohio is obligated to self supply capacity for the Duke Energy Ohio load zone. The 
generation assets began selling all of their electi"icity into wholesale markets in January 2012 and currenU y receive wholesale energy margins and capacity 
revenues from PJM at market rates. Commercial Power has economically hedged its forecasted coal-fired generation and a significant portion of its 
forecasted gas-fired generation for 2013. Capacity revenues are 100% contracted in PJM through ti/lay 2015. 

For infomiation on Commercial Power's generation facilities, see "Commercial Power" in Item 2, "Properties" 

Commercial Power also has a retail sales subsidiary, Duke Energy Retail Sales, LLC (Duke Energy Retail), which is certified by the PUCO as a 
Competitive Retail Electric Supplier (CRES) provider in Ohio, Duke Energy Retail sen/es retail electric and gas customers in southwest, west central and 
northern Ohio with energy and other energy services at competitive rates. 

Through Duke Energy Generation Services, Inc. (DEGS), Commercial Power engages in the development, construction and operation of renewable 
energy projects. In addition, DEGS develops commercial transmission projects. Currently, DEGS has approximately 1,259 net MW of renewable 
generating capacity in operation as of December 31, 2012. 

Rates and Regulation 

Duke Energy Ohio Capacity Rider Filing. On August 29, 2012, Duke Energy Ohio filed an application with the PUCO for the establishment of a 
charge, pursuant to Ohio's state compensation mechanism, for capacity provided consistent with its obligations as an FRR entity. The application included 
a request for deferral authority and for a new tariff to implement the charge. The deferral being sought is the difference between its costs and market-
based prices for capacity. The requested tariff would Implement a charge to be collected via a rider through which such deferred balances will 
subsequently be recovered. 24 parties moved to intervene. Hearings have been set for April 2, 2013. Duke Energy Ohio expects an order in 2013. 

Other Matters. As discussed in the USFE&G section above, the PUCO approved Duke Energy Ohio's new ESP in November 2011 In November 
2011. as a resull of changes resulting from the PUCO's approval ofthe new ESP, Commercial Power ceased applying regulatory accounting treatmeni lo 
its Ohio operations. Currently, no portion of Commercial Power applies regulatory accounting. 

Commercial Power's Ohio retail load operations' rales were subject lo approval by the PUCO Ihr ough December 2011. and thus these operations, 
through December 31, 2011, are referred to herein as Commercial Powers regulated operations 

For more Information on rate matters, see Note 4 to the Consolidated Financial Statements, "Regulatory Matters — Rate Related Infomiation." 

Commercial Power is subject to regulation at the federal level, primarily from the FERC Regulations of the FERC govern access to regulated 
electric customer and other data by nonregulated entities, and services provided between regulated and non-regulated energy affiliates These regulations 
affect the activities of Commercial Power. 

Commercial Power is subject to the jurisdiction of the EPA and state and I ocal environmental agencies. (For a discussion of environmental 
regulation, see 'Environmental Matters" in this section.) 

See "Other Issues" section of Management's Discussion and Analysis of Financial Condition and Results of Operations for a discussion about 
potential Global Climate Change legislation and the potential impacts such legislation could have on Duke Energy's operations. 

Market Environment and Competition 
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Progress Energy Carolines' service area covers approximately 34,000 square miles, Including a substantial portion ofthe coastal plain of North 
Carolina extending from the Piedmont to the Atlantic coast between the Pamlico River and the South Carol ina border, the lower Piedmont section of North 
Carolina, an area in western North Carolina In and around the city of Ashevllle and an area in the northeastern portion of South Carolina. At December 31, 
2012, Progress Energy Carolinas was providing electric services to approximately 1.5 million residential, commercial and industrial customers. 

The remainder of Progress Energy Carolinas' operations is presented as Other. Although It is not considered a business segment. Other primarily 
includes certain governance costs allocated by its ultimate parent, Duke Energy. 

PROGRESS ENERGY FLORIDA 

Progress Energy Florida Is a regulated public utility founded in Florida in 1899 and Is primarily engaged in the generation, transmission, distribution 
and sale of electricity in portions of Florida. For information about Progress Energy Florida's generating plants, see Item 2, "Properties." Progress Energy 
Florida Is subject to the regulatory provisions of the FPSC, the NRC and FERC. Pr ogress Energy Florida operates on e reportable business segment, 
Franchised Electric, which generates, transmits, distributes and sells electricity. Substantially all of Franchised Electric operations are regulated and 
qualify for regulatory accounting treatment. For additional information regarding this business segment, including financial information, see Note 3 to the 
Consolidated Financial Statements, "Business Segments." 

Progress Energy Florida's service area covers approximately 20,000 square miles in west-central Florida, and includes the densely populated areas 
around Ortando, as well as the dties of St. Petersburg and Cleanwater. Progress Energy Florida is interconnected with 22 municipal and 9 rural electric 
cooperative systems. At December 31, 2012, Progress Energy Florida was providing electric sen/ices to approximately 1.7 million residential, commercial 
and Industrial customers. 

The remainder of Progress Energy Florida's operations is presented as Other. Although it is not considered a business segment. Other primarily 
includes certain governance costs allocated by its ultimate parent, Duke Energy. 

DUKE ENERGY OHIO 

Duke Energy Ohio is a wholly owned subsidiary of Cinergy, which is a wholly owned subsidiary of Duke Energy. Duke Energy Ohio is a combination 
electric and gas public utility that provides service in southwestern Ohio and northern Kentucky through its wholly owned subsidiary Duke Energy 
Kentucky, as well as electric generation in parts of Ohio, Illinois, and Pennsylvania. Duke Energy Ohio's principal lines of business Include generation, 
transmission and distribution of electricity, the sale of and/or transportation of natural gas, and energy mariceting. Duke Energy Kentucky's principal lines 
of business include generation, transmission and distribution of electricity, as well as the sale of and/or transportation of natural gas. References herein to 
Duke Energy Ohio Include Duke Energy Ohio and Its subsidiaries. Duke Energy Ohio is subject to the regulatory provisions of the PUCO, the KPSC and 
FERC. 

Duke Energy Ohio Business Segments. At December 31, 2012, Duke Energy Ohio operated Wm business segments, both of which are 
considered reportabl e segments under the applicable accounting rules, Franchised Electric and Gas an d Commercial Power. For additional information on 
each of these business segments, including financial information, see Note 3 to the Consolidated Financial Statements, "Business Segments." 

The foliowing is a brief description of the nature of operations of each of Duke Energy Ohio's reportable business segments, as well as Other. 

Franchised Electric and Gas 

Franchised Electric and Gas consists of Duke Energy Ohio's regulated electric and gas transmission and distribution systems located in Ohio and 
Kentucky, including its regulated electric generation in Kentucky. Franchised Electric and Gas plans, constructs, operates and maintains Duke Energy 
Ohio's transmission and distribution systems, which transmit and distribute electric energy to consumers in southwestern Ohio. In addition, Franchised 
Electric and Gas plans, constructs, operates and maintains Duke Energy Kentucky's generation assets and transmission and distribution systems, which 
generate, transmit and distribute electric energy to consumers in and northern Kentucky Franchised Electric and Gas also transports and sells natural gas 
in southwestern Ohio and northern Kentucky. Substantially all of Franchised Electric and Gas' operations are regulated and, accordingly, these operations 
qualify lor regulatory accounting treatment, 

Duke Energy Ohio's Franchised Electric and Gas serv ice area covers 3,000 sq uare miles and supplies electric service to 830,000 residential, 
commercial and industrial customers and provides regulated transmission and distribution services for natural gas to 500,000 customers. See Item 2. 
"Properties" for further discussion of Duke Energy Ohio's Franchised Electric and Gas generating facilities. 

Commercial Power 

Commercial Power owns, operates and manages power plants and engages In the wholesale marketing and procurement of electric power, fuel and 
emission allowances related to these plants, as well as other contractual positions. Commercial Power's generation operations consists primarily of coal-
tired generation assets located in Ohio and gas-fired nonregulated generation assets which are dispatched into wholesale markets and receive capacity 
revenues at market rates. These assets are com prised of 6,825 nel M W of power generation primarily located in Ihe Midwestern U S. The asset portfolio 
has a diversified fuel mix with baseload and mid-merit coal-fired units as well as combined cycle and peaking natural gas-fired units. The coal-fired 
generation assets were dedicated under the Duke Energy Ohio ESP through December 31, 2011, Duke Energy Ohio's Commercial Power reportable 
operating segment does not include the operations of DEGS or Duke Energy Retail, which is included in the Commercial Power reportable operating 
segment at Duke Energy. See Item 2. "Properties", for further discussion of Duke Energy Ohio's Commerdal Power generating facilities. 

The PUCO approved Duke Energy Ohio's new ESP in November 2011. The ESP includes competitive auctions for electricity supply for a term of 
January 1, 2012 through May 31, 2015. The ESP also includes a provision lor a non-bypassable stability charge ol $110 million per year to be collected 
from 2012-2014 and requires Duke Energy Ohio to transfer its generation assets to a nonregulated affiliate on or before December 31,2014. As a resull of 
the new ESP, the energy from Duke Energy Ohio's coal-fired generation assets no longer serve retail load customers or receive negotiated pricing under 
the ESP. 

Effective January 1,2012, Duke Energy Ohio completed its RTO realignment to PJM, and operates as an FRR entity through May 31, 2015. As an 
FRR entity, Duke Energy Ohio Is required to self supply capacity for the Duke Energy Ohio load zone. 

See Note 4 to the Consolidated Financial Statements, "Regulatory Matters," lor further discussion related to regulatory filings. 

In 2012, 2011, and 2010 Duke Energy Ohio earned approximately 36%, 24%, and 13%, respectively, of its consolidated operating revenues from 
PJM. These revenues relate to the sale of capacity and electricity from all of Duke Energy Ohio's nonregulated generation assets in 2012 and its gas-fired 
nonregulated generation assets in 2011 and 2010. 
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ITEM 2. PROPERTIES 

U.S. FRANCHISED ELECTRIC AND GAS 

The following table provides information related to USFE&G's electric generation stations as of December 31, 2012. The MW 
displayed In the table below are based on summer capacity. 

Facility 

Duke Energy Carolinas: 

Oconee 

Catawba'^' 

Belews Creek 

McGuire 

Marshall 

Cliffside 

Bad Creek 

Lincoln 

Allen 

Rockingham 

Jocassee 

Buck 

Dan River 

Mill Creek 

Riverbendli) 

Lee 

Cowans Ford 

Buckd) 

Keowee 

Lee 

Distributed generation 

Other small hydro (26 plants) 

Total Duke Energy Carolinas 

Progress Energy Carolinas: 

Roxboro'*"' 

Bmnswick''' ' 

Smith 

H.F. Lee 

Han-isC) 

Wayne County 

Smith 

Darilngton 

MayoC' 

Robinson 

Suttonii) 

Ashevllle 

Ashevllle 

Weatherspoon 

Walters 

Tillery 

Sutton 

Blewett 

Cape Fear 

Blewett 

Robinson 

Marshall 

Total Progress Energy Carolinas 

Progress Energy Florida: 

Crystal River 

Hines 

Bartow 

Anclote 

Intercession City''^' 

Crystal River Unit 3('') 

DeBary 

Tiger Bay 

Bartow 

Plant Type 

Nuclear 

Nuclear 

Fossil Steam 

Nudear 

Fossil Steam 

Fossil Steam 

Hydro 

Combustion Turbine 

Fossil Steam 

Combustion Turbine 

Hydro 

Combined Cycle 

Combined Cycle 

Combustion Turbine 

Fossil Steam 

Fossil Steam 

Hydro 

Fossil Steam 

Hydro 

Combustion Turbine 

Renewable 
Hydro 

Fossil Steam 

Nudear 

Combined Cycle 

Combined Cyde 

Nudear 

Combustion Turbine 

Combustion Turtiine 

Combustion Turbine 

Fossil Steam 

Nudear 

Fossil Steam 

Fossil Steam 

Combustion Turtiine 

Combustion Turbine 

Hydro 

Hydro 

Combustion Turbine 

Combustion Turbine 

Combustion Turbine 

Hydro 

Combustion Turbine 
Hydro 

Fossil Steam 

Combined Cycle 

Combined Cyde 

Fossil Steam 

Combustion Turbine 

Nudear 

Combustion Turbine 

Combined Cycle 

Combustion Turbine 

Primary Fuel 

Uranium 

Uranium 

Coal 

Uranium 

Coal 

Coal 

Water 

Gas / Oil 

Coal 

Gas / Oil 

Water 

Gas 

Gas 

Gas / on 

Coal 

Coal 

Water 

Coal 

Water 

Gas / Oil 

Solar 

Water 

Coal 

Uranium 

Gas / Oil 

Gas 

Uranium 

Gas / Oil 

Gas / Oil 

Gas / Oil 

Coal 

Uranium 

Coal 

Coal 

Gas / Oil 

Gas / Oil 

Water 

Water 

Gas / Oil 

Oil 

Oil 

Water 

Gas / Oil 

Water 

Coal 

Gas / on 

Gas / on 

Gas / Oil 

Gas / on 

Uranium 

Gas / on 

Gas 

Gas / on 

Location 

SC 

sc 
NC 

NC 

NC 

NC 

SC 

NC 

NC 

NC 

SC 

NC 

NC 

SC 

NC 

SC 

NC 

NC 

SC 

SC 

NC 

N C / S C 

NC 

NC 

NC 

NC 

NC 

NC 

NC 

SC 

NC 

SC 

NC 

NC 

NC 

NC 

NC 

NC 

NC 

NC 

NC 

NC 

SC 

NC 

FL 

FL 

FL 

FL 

FL 

FL 

FL 

FL 

FL 

Total MW 
Capacity 

2,538 

2,258 

2,220 

2,200 

2,078 

1,377 

1,360 

1,267 

1,127 

825 

780 

620 

620 

596 

454 

370 

325 

256 

152 

82 

8 

660 

22,173 

2,417 

1,870 

1,084 

920 

900 

863 

820 

790 

727 

724 

575 

376 

324 

131 

112 

87 

61 

52 

35 

22 

11 

4 

12,905 

2,295 

1,912 

1,133 

1,011 

982 

860 

638 

205 

177 

Owned MW 
Capacity 

2,538 

435 

2,220 

2,200 

2,078 

1,377 

1,360 

1,267 

1,127 

825 

780 

620 

620 

596 

454 

370 

325 

256 

152 

82 

8 

660 

20,350 

2,327 

1,527 

1,084 

920 

754 

863 

820 

790 

609 

724 

575 

376 

324 

131 

112 

87 

61 

52 

35 

22 

11 

4 

12,208 

2,295 

1,912 

1,133 

1,011 

982 

789 

638 

205 

177 

Ownership 
Interest 

100 % 

19.26 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

96.28 % 

81.66 

100 

100 

83.83 

100 

100 

100 

83.83 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 % 

100 

100 

100 
(c) 

91.78 

too 

100 

100 
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Bayboro 

Suwannee River 

Turner 

Suwannee River 

HIggins 

Avon Park 

University of Florida Cogeneration 

Rio Pinar 

Total Progress Energy Florida 

Duke Energy Ohio 

East Bend"*! 
Woodsdale 

Miami Fort (Unit 6) 

Total Duke Energy Ohio 

Duke Energy Indiana: 

Gibson'l 

Cayuga (3' 

Wabash River<''> 

Madison 

VemilllionW 

Wheattand 

Noblesville 

Gallagher 

Henry County 

Cayuga 

Connersvllle 

Miami Wabash 

Maridand 

Total Duke Energy Indiana 

Total USFE&G 

Totals by plant type: 

Nuclear 

Fossil Steam 

Combined Cyde 

Combustion Turbine 

Hydro 

Renewable 

Total USFE&G 

Combustion Turbine 

Combustion Turbine 

Combustion Turbine 

Fossil Steam 

Combustion Turbine 

Combustion Turbine 

Combustion Turbine 

Combustion Turbine 

Fossil Steam 
Combustion Turbine 

Fossil Steam 

Fossil Steam 

Fossil Steam 

Fossil Steam 

Combustion Turbine 

Combustion Turbine 

Combustion Turbine 

Combined Cycle 

Fossil Steam 

Combustion Turbine 

Combustion Turbine 

Combustion Turbine 

Combustion Turbine 

Hydro 

Oil 

Gas / Oil 

Oil 

Gas / on 

Gas / on 

Gas / on 

Gas 

on 

Coal 
Gas / Propane 

Coal 

Coal 

Coal / Oil 

Coal / Oil 

Gas 

Gas 

Gas 

Gas 

Coal 

Gas 

Gas / on 

Oil 

Oil 

Water 

FL 

FL 

FL 

FL 

FL 

FL 

FL 
FL 

KY 
OH 

OH 

IN 

IN 

IN 

OH 

IN 

IN 

IN 

IN 

IN 

IN 

IN 

IN 

IN 

174 

155 

137 

129 

105 

48 

46 

12 

10,019 

600 
462 

163 

1,225 

3,132 

1.005 

676 

576 

568 

450 

285 

280 

129 

99 

86 

80 

45 

7,421 

53,743 

11,350 

21,258 

6,779 

10,791 

3,547 

8 

53,743 

174 

155 

137 

129 

105 

48 

46 

12 

9,948 

414 
462 

153 

1,039 

2,822 

1,005 

676 

576 

355 

460 

285 

280 

129 

99 

86 

80 

45 

6,898 

50,443 

8,967 

20,564 

6,779 

10,576 

3,547 

8 

50,443 

100 

100 

100 

100 

100 

100 

100 

100 

6 9 % 
100 

100 

90.1 % 

100 

100 

100 

62.5 

100 

100 

100 

100 

100 

100 

100 

100 

(b) 
(c) 

(d) 

This generation faclWy is jointly owned by Duke Energy Carolinas, along wBh North Carolina Munidpal Power Agency Number 1, North Carolina 
Eledric Membership Corporation and Piedmont Municipal Power Agency. 
This generation facility Is jointly owned by Progress Energy Carolinas and the North Carolina Eastern Municipal Power Agency, 
Progress Energy Florida owns and operates Intercession City Station Units 1-10 and 12-14. Unit 11 is jointiy owned by Progress Energy Florida 
and Georgia Power Company. Georgia Power Company has the exclusive right to the output of this unit during the months of June through 
September. Progress Energy Florida has the exclusive right to the output of this unK for the remainder of the year. 
Due to the extended outage at the Crystal River Unit 3 nuclear generating unit that began in September 2009 and the related delamlnatlons, no 
nuclear power was generated In 2012, 2011 or 2010. This generation facility is owned by Progress Energy Florida and various municipal electric 
companies. In February 2013, Duke Energy announced the retirement of Crystal River Unit 3. 
This generation facility is jointly owned by Duke Energy Ohio and a sub sidiary of The AES Corporation. 
Duke Energy Indiana owns and operates Gibson Station Units 1-4 and owns 50.05% of Unit 5, but is the operator. Unit 5 is jointiy owned by Duke 
Energy Indiana, Wabash Valley Power Association, Inc. and Indiana Municipal Power Agency. 
includes Cayuga Intemal Combustion (IC). 
Includes Wabash River IC. 

(e) 
(f) 

(g) 
(h) 

(1) This generation facility is jointly owned by Duke Energy Indiana and the Wabash Valley Power Association, 
(i) Duke Energy has announced plans to retire these plants in 2013. 
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The following table provides information related to USFE&G's eledric transmission and distribution properties as of December 31, 2012. 

Electric transmission lines: 

Miles of 525 KV 

Miles of 345 KV 

Miles of 230 KV 

Miles of 10010 161 KV 

Miles of 13 to 69 KV 

Total conductor miles of electric t ransmission lines 

Electric distribution lines: 

Miles of overhead lines 

Miles of underground line 

Total conductor miles of electric distr ibut ion lines 
Number of electric t ransmission and distr ibut ion 
substat ions 

Miles of gas mains 

Miles of gas service lines 

Duke Energy 
Carolinas 

600 

-
2,600 

6,800 

3,100 

13,100 

66,700 

35,000 

101,700 

1,500 

-
-

Progress 
Energy 

Carolinas 

300 

-
3,300 

2,600 

-
6,200 

44,600 

22,400 

67,000 

500 

-
-

Progress 
Energy 
Florida 

200 

-
1,700 

1,000 

2,200 

5,100 

52,000 

18,700 

70,700 

500 

-
-

Duke 
Energy 

Ohio 

-
1,000 

-
700 

800 

2,500 

14,000 

5,600 

19,600 

300 

7,200 

6,000 

Duke 
Energy 
Indiana 

-
700 

700 

1,400 

2,500 

5,300 

22,600 

8,300 
30,900 

500 

-
-

Total 
USFE&G 

1,100 

1,700 

8,300 

12,500 

8,600 

32,200 

199,900 

90,000 

289,900 

3,300 

7,200 

6,000 

Substantially all of USFE&G's electric plant In service is mortgaged under Indentures relating to Duke Energy Carolinas', Progress 

Energy Carolinas', Progress Energy Florida's, Duke Energy Ohio's and Duke Energy Indiana's various series of First Mortgage Bonds. 

COMMERCIAL POWER 

The following table provides information related to Commercial Power's electric generation stations as of December 31, 2012. The 

MW displayed In the table below are based on summer capacity." 

Facility 

Duke Energy Ohio 

Stuartl^iCll^' 

Zimmer'^)l=) 

Hanging Rock 

Beckjord(='(=) 

Miami Fort (Units 7 and 8)(=)W 

Conesville'^'C'W 

Washington 

Fayelle 
Killen(^'(b)(c) 

Lee 

BeckjordC^' 

Dick's Creek(=' 

Miami Fort''> 

Total Duke Energy Ohio 

Duke Energy Renewables: 

Los Vientos Windpower II 

Los Vientos Windpower 1 

Top of the World 

Notrees 

Campbell Hin 

North Allegheny 

Laurel Hill Wind Energy 

Ocotillo 

Kit Carson 

Silver Sage 

Happy Jack 

Shiriey 

Bagdad 

Washington White Post 

TX Solar 

Black Mountain 

Other small solar 

Plant Type 

Fossil Steam 

Fossil Steam 

Combined Cycle 

Fossil Steam 

Fossil Steam 

Fossil Steam 

Combined Cycle 

Combined Cycle 

Fossil Steam 

Combustion Turbine 

Combustion Turbine 

Combustion Turbine 

Combustion Turbine 

Renewable 

Renewable 

Renewable 

Renewable 

Renewable 

Renewable 

Renewable 

Renewable 

Renewable 

Renewable 

Renewable 

Renewable 

Renewable 

Renewable 

Renewable 

Renewable 

Renewable 

Primary Fuel 

Coal 

Coal 

Gas 

Coal 

Coal 

Coal 

Gas 

Gas 

Coal 

Gas 

on 
Gas 

Oil 

Wind 

Wind 

Wind 

Wind 

Wind 

Wind 

Wind 

Wind 

Wind 

Wind 

Wind 

Wind 

Solar 

Solar 

Solar 

Solar 

Solar 

Location 

OH 

OH 

OH 

OH 

OH 

OH 

OH 

PA 

OH 

IL 

OH 

OH 

OH 

TX 

TX 

WY 

TX 

WY 

PA 

PA 

TX 

CO 

WY 

WY 

Wl 

AZ 

NC 

TX 

AZ 

Various 

Total MW 
Capacity 

2,308 

1,300 

1,226 

1,024 

1,000 

780 

617 

614 

600 

558 

188 

136 

56 

10,417 

202 

200 

200 

153 

99 

70 

69 

59 

51 

42 

29 

20 

15 

12 

14 

9 

25 

Owned MW 
Capacity 

900 

605 

1,226 

765 

640 

312 

617 

614 

198 

568 

188 

135 

56 

6,825 

202 

200 

200 

153 

99 

70 

69 

59 

51 

42 

29 

20 

15 

12 

14 

9 

25 

Ownership 
Interest 

3 9 % 

46.5 

100 

74,7 

64 

40 

100 

100 

33 

too 
100 

100 

100 

100% 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

Total Duke Energy Renewables 1,269 1,269 
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Total Commercial Power 11,686 8,094 

Totals by plant type: 

Fossil Steam 7,012 3,420 

Combined Cycle 2,457 2,457 

Combustion Turbine 948 948 

Renewable 1,269 1,269 

Total Commercial Power 11,686 8,094 

(a) These generation facilities are jointly owned by Duke Energy Ohio and subsidiaries of American Electric Power Company, Inc. and/or The AES 
Corporation. 

(b) Station is not operated by Duke Energy Ohio. 
(c) These generation facilities were dedicated under the ESP through December 31, 2011. 

In addition to the above facilities. Commercial Power owns an equity interest in the 585 MW capacity Sweetwater wind projects 
located In Texas, the 299 MW capacity OS Cornerstone wind projects located in Kansas and the 13 MW capacity INDU Solar Holding JV. Commercial 
Power's share in these projeds in 440 MW. 
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INTERNATIONAL ENERGY 

The following table provides additional information related to Intemallonal Energy's electric generation stations as of December 31, 
2012. The MW displayed in the table below are based on summer capacity. 

Facility 
Parana pane ma'^' 

Egenor 
Cen'os Colorados 
DEI Chile 
DEI El Salvador 
DEI Guatemala 
Electroquil 
Aguaytia Gas Pem 170 170 100 

Total International Energy 4,882 4,584 

(a) Includes Canoas I and II, which Is jointiy owned by Duke Energy and Companhia Brasileira de Aluminio, as well as Duke Energy's wholly owned 
Palmelras small hydro plant. 

International Energy also owns a 25% equity interest in NMC. In 2012, NMC produced approximately 900,000 metric tons of methanol 
and in excess of 1 million metric tons of MTBE. Approximately 40% of methanol is normally used in the MTBE production. 

Primary Fuel 

Water 

Water / Diesel 

Water / Gas 

Water / Diesel / Gas 

Oil / Diesel 

on / Diesel / Coal 

Diesel 

Location 

Brazil 

Peru 

Argentina 

Chile 

El Salvador 

Guatemala 

Ecuador 

Total MW 
Capacity 

2,258 

522 

576 

380 

328 

356 

192 

Owned MW 
Capacity 

2,073 

622 

524 

380 

296 

356 

163 

Ownership 
interest 

9 2 % 

100 

91 

100 

90 

100 

85 

OTHER 

Duke Energy owns approximately 5.2 million square feet and leases 2.9 million square feet of corporate, regional and disti'id office 
space spread throughout its service territories and in Houston, Texas. 
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PART II 

DUKE ENERGY OHIO 

INTRODUCTION 

Management's Discussion and Analysis should be read in conjunction with the accompanying Consolidated Financial Statements and Notes for the 
years ended December 31, 2012, 2011, and 2010. 

BASIS OF PRESENTATION 

The results of operations and variance discussion for Duke Energy Ohio Is presented In a reduced disclosure format in accordance wKh General 
Instrudlon (l)(2)(a) of Form 10-K. 

RESULTS OF OPERATIONS 

Years Ended Decern ber 31, 
(in millions) 

Operating revenues 

Operating expenses 

Gains on sales of other assets and other, net 

Operating Income 

Other income and expense, net 

Interest expense 

Income before income taxes 

Income tax expense 

$ 
2012 

3,152 $ 

2,810 

7 

349 

13 

89 

273 

98 

2011 Variance 
3,181 $ (29) 

2,811 

5 

375 

19 

104 

290 

96 

(1) 

2 

(26) 

(6) 

(15) 

(17) 

2 
Net income 175 194 (19) 

The following table shows the percent changes in Franchised Electric and Gas's GWh sales and average num ber of customers for Duke Energy 
Ohio. Except 

as othenvlse noted, the below percentages represent billed sales only for the periods presented and are not weather normalized. 

Increase (decreas e) over prior year 

Residential sales'^' 

General sen/ice sales'^' 

Industrial sales'^' 

Wholesale power sales 

Total sales"'' 
Average number of customers 

2012 2011 

(3.3) % 

(2.6) % 

0.6 % 

(35.9) % 

(2.3) % 

0.5 % 

(3.2) % 

(1.2) % 

(2.9) % 

15.9 % 

(2.3) % 

0.2 % 

(a) Major components of retail sales. 
(b) Consists of all components of sales, induding all billed and unbilled retail sales, and wholesale sales to Incorporated municipalities and to public 

and private utilities and power marketers. 

The decrease in Duke Energy Ohio's net income for the year ended December 31, 2012 compared to December 31, 2011 was primarily due to the 
following fadors: 

Operating revenues. The variance was primarily driven by: 

• A $285 million decrease in eledric revenues from the coal-fired generation assets driven primarily by the expiration ofthe 2009-2011 ESP, net 
of stability charge revenues, partially offset by the coal-fired generation assets participating in the PJM wholesale energy market In 2012, 

• A $39 million decrease in electric revenues from the gas-fired generation assets driven primarily by lower power prices, partially offset by 
increased volumes, and 

• An $18 million decrease in PJM capacity revenues related to lower average cleared capacity auction pridng in 2012 compared to 2011 for the 
gas-fired generation assets, net of an increase associated with the move of the coal-fired assets from MISO to PJM in 2012. 

Partially offsetting these decreases were: 

• A $279 million Increase in regulated fuel and purchased power revenues driven primarily by higher purchased power revenues collected under 
the new Ohio ESP which became effective January 1, 2012, partially offset by reduced gas sales volumes and lower natural gas costs, and 

• A $32 million increase in retail Ohio electric energy efficiency rider revenue resulting primarily from the approval of the final save-a-watt order 
for the years 2009-2012. 

Operating expenses. The variance was primarily driven by: 

• A $101 million decrease in operating and maintenance expenses resulting primarily from prior year recognition of MISO exit fees, higher prior 
year station outages, and regulatory asset amortization expenses, 

• An $88 million decrease primarily from the 2011 Impairment of excess emission allowances as a result of the EPA's issuance ofthe Cross-
State Air Pollution Rule (CSAPR), and 
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• An $85 million decrease in fuel expense from the gas-fired generation assets driven by lower natural gas costs, partially offset by higher 
volumes. 

Partially offsetting these decreases was: 

• A $274 mUllon increase in regulated fuel expense driven primarily by higher purchased power expense as a result of the new ESP, partially 
offset by reduced gas sales volumes and lower natural gas costs. 

Interest expense. The variance was primarily due to lower average debt balances in 2012 compared to 2011 and post in-service carrying charges 
related to new projeds. 

Income tax expense. The variance in tax expense is primarily due to an increase in the effective tax rate. The effedive tax rate for the years ended 
December 31, 2012 and 2011 was 36.0% and 33.1%, respedively. The Increase in the effedive tax rate is primarily due to a $10 million redudlonof 
deferred tax liabilities as a result of an election related to the transfer of certain gas-fired generation assets to its wholly owned subsidiary Duke Energy 
Commercial Asset Management, LLC (DECAtJl) in the second quarter of 2011, 

Matters Impacting Future Duke Energy Ohio Results 

Duke Energy Ohio filed electric and gas distribution rate cases in July 2012. These planned rate cases are need ed to recover capital investments, 
costs associated with MGP sites and operating costs. Duke Energy Ohio's earnings could be adversely impaded if these rate cases are denied or delayed 
by the state regulatory commission. 

The curtent low energy price projections, as well as recentiy issued and proposed environmental regulations pertaining to coal and coal-fired 
generating facintles, could impad future cash fiows and market valuations of Duke Energy Ohio's coal-fired generation assets which could lead to 
impairment charges. 
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CRITICAL ACCOUNTING POLICIES AND ESTIMATES 

The application of accounting policies and estimates is an important process that continues to develop as Duke Energy's operations change and 
accounting guidance evolves. Duke Energy has identified a number of critical accounting policies and estimates that require the use of significant 
estimates and judgments. 

Management bases its estimates and judgments on historical experience and on other various assumptions that n believes are reasonable at the 
time of application. The estimates and judgments may change as time passes and more Information about Duke Energy's environment becomes available. 
If estimates and Judgments are different than the actual amounts recorded, adjustments are made in subsequent periods to take Into consideration the 
new Information. Duke Energy discusses its critical accounting policies and estimates and other significant accounting policies with senior members of 
management and the audH committee, as appropriate. Duke Energy's critical accounting policies and estimates are discussed below. 

Regulatory Accounting 

Duke Energy's regulated operations (the substantial majority of US Franchised Electric and Gas's operations) meet the criteria for application of 
regulatory accounting treatment As a result, Duke Energy records assets and liabilities that result from the regulated ratemaking process that would not 
be recorded under GAAP In the U.S. for nonregulated entities. Regulatory assets generally represent incuned costs that have been deferred because 
such costs are probable of future recovery in customer rates. Regulatory liablinies generally represent obligations to make refunds to customers for 
previous collections for costs that have yet to be incuned. Management continually assesses whether the regulatory assets are probable of future 
recovery by considering factors such as applicable regulatory environment changes, historical regulatory treatment for similar costs In Duke Energy's 
jurisdidions, ittigation of rate orders, recent rate orders to other regulated entitles, and the status of any pending or potential deregulation legislation. 
Based on this continual assessment, management believes the existing regulatory assets are probable of recovery. This assessment refiects the current 
political and regulatory climate at the state and federal levels, and Is subject to change in the future. If future recovery of costs ceases to be probable, the 
asset write-offs would be required to be recognized in operating income. Additionally, the regulatory agencies can provide flexibility in the manner and 
timing of the depreciation of property, plant and equipment, recognition of nuclear decommissioning costs and amortization of regulatory assets or may 
disallow recovery of all or a portion of certain assets. Total regulatory assets for Duke Energy were $11,741 minion and $4,046 million as of December 31, 
2012 and 2011, respectively. Total regulatory liabilities were $5,740 million and $3,006 million as of December 31, 2012 and 2011, respedively. The 
increases in regulatory assets and liabilities are driven primarily by the Progress Energy merger. For further information, see Note 4 to the Consolidated 
Financial Statements. "Regulatory Matters." 

in order to apply regulatory accounting treatment and record regulatory assets and liabilities, certain criteria must be met. In determining whether 
the criteria are met for its operations, management makes significant judgments, including determining whether revenue rates for services provided to 
customers are subjed to approval by an Independent, third-party regulator, whether the regulated rates are designed to recover specific costs of providing 
the regulated service, and a determ ination of whether, in view of the demand for the regulated services and the level of competition, it is reasonable to 
assume that rates set at levels that will recover the operations' costs can be charged to and collected from customers. This final criterion requires 
consideration of anticipated changes In levels of demand or competition, direct and indired, during the recovery period for any capitalized costs. 

The regulatory accounting rules require recognition of a loss If it becomes probable that part of the cost of a plant under construdion or a recentiy 
completed plant wiU be disallowed for ratemaking purposes and a reasonable estimate of the amount of Uie disallowance can be made. Such 
assessments can require significant judgment by management regarding matters such as the ultimate cost of a plant under construdion, regulatory 
recovery Implications, etc. As discussed in Note 4, "Regulatory Matters," during 2012, 2011 and 2010 Duke Energy Indiana recorded charges of $631 
million, $222 million and $44 million, respectively, related to the IGCC plant currentiy under construction in Edwardsport, Indiana. Management will 
continue to assess matters as the construction of the plant and the related regulatory proceedings continue, and further charges could be required in 2013 
or beyond. Also as discussed in Note 2 to the Consolidated Financial Statements, "Acquisitions and Sales of Other Assets'. Duke Energy Carolinas and 
Progress Energy Carolines recorded disallowance charges in 2012 in order to gain FERC approv al of the merger between Duke Energy and Progress 
Energy. 

As discussed further in Note 1, "Summary of Significant Accounting Policies", and Note 4, "Regulatory Matters," Duke Energy Ohio discontinued the 
application of regulatory accounting treatment to portions of its generation operations in November 2011 in conjunction with the approval of its new Electric 
Security Plan by the Public Utilities Commission of Ohio. The effect of this change was immaterial to the financial statements. 

Goodwill Impairment Assessments 

Duke Energy's goodwill balances are Included in the following table. 

December 31, 
(In millions) 
U.S. Franchised Eledric and Gas 
Commercial Power 
International Energy 

2012 2011 

$ 15,950 
62 

353 

$ 3,483 
69 

297 
Total Duke Energy goodwill 16,365 3,849 

The Duke Energy allocates goodwill to a reporting unit, which Duke Energy defines as an operating segment or one level below an operating 
segment. During 2012, Duke Energy recorded $12,467 million of goodwill associated with the merger with Progress Energy. This goodwill represents the 
excess of the purchase price over the estimated fair values of the assets acquired and liabilities assumed on the acquisition date, and was preliminarily 
allocated entirely to the USFE&G seg ment. The goodwill recognized is subjed to change as add itional information is obtained about the fads and 
circumstances that existed as ofthe acquisition date. See Note 2, "Acquisitions and Sales of Other Assets," for additional information on the merger with 
Progress Energy. 

Theremainder of USFE&G's goodwill relates to the acquisition of Cinergy In April 2006. Commerdal Power's goodwill resulted from the 2008 
acquisition of Catamount Energy Corporation, a leading wind power company located in Rutiand, Vermont, and has been allocated to the Renewables 
reporting unit. Intemational Energy's goodwill resulted from various acquisitions, including $59 million from the 2012 acquisition of Iberoamericana de 
Energia Ibener S.A. in Chile, See Note 2, "Acquisitions and Sales of Other Assets," tor additional Information. 
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Validation of a contract's fair value is performed by an internal group separate from the Duke Energy Registrants' deal origination areas. While the 
Duke Energy Registrants use common industry practices to develop their valuation techniques, changes in their pricing methodologies or the underiying 
assumptions could result in significantly different fair values and income recognition. 

Hedging Strategies. The Duke Energy Registrants closely monitor the risks associated with commodity price changes on their future operations 
and, where appropriate, use various commodity instmments such as electricity, coal and natural gas forward contrads to mitigate the effect of such 
fluctuations on operations, in addition to optimizing the value of the non-regulated generation portfolio. Duke Energy's primary use of energy commodity 
derivatives is to hedge the generation portfolio against exposure to the prices of power and fuel. 

The majority of instruments used to manage the Duke Energy Registrants' commodity price exposure are either not designated as a hedge or do not 
qualify for hedge accounting. These instmments are referred to as undesignated contrads. Mark-to-market changes for undesignated contracts entered 
Into by regulated businesses are refieded as regulatory assets or liabilities on the Consolidated Balance Sheets. Undes ignated contracts entered into by 
unregulated businesses are marked-to-market each period, with changes In the fair value of the derivative instruments refieded in earnings. 

Certain derivatives used to manage the Duke Energy Registrants' commodity price exposure are accounted for as either cash flow hedges or fair 
value hedges. To the extent that Instruments accounted for as hedges are effective in offsetting the transaction being hedged, there is no impad to the 
Consolidated Stat ements of Operations until after delivery or settlement occurs. Accordingly, assumptions and valuation techniques for these contrads 
have no impact on reported earnings prior to settiement to the extent they are effective. Several fadors influence the effediveness of a hedge contracL 
including the use of contracts wiUi different commodities or unmatched terms and counterparty credit risk. Hedge effectiveness is monitored regulariy and 
measured at least quarteriy. 

In addition to the hedge contracts des cribed above and recorded on the Consolidated Balance Sheets, the Duke Energy Registrants enter into other 
contracts that qualify for the NPNS excepti on. When a contract meets the criteria to qualify as an NPNS, the Duke Energy registrants apply such 
exception. Income recognition and realization related to NPNS contrads gene rally coincide with the physical delivery of power. For contrads qualifying for 
the NPNS exception, no recognition of the contrad's fair value in the Consolidated Financial Statements Is required until settiement of the contrad as long 
as the transaction remains probable of occurring. 

Generaft'on Portfolio Risks. The Duke Energy Registrants are primarily exposed to market price fluctuations of wholesale power, natural gas, and 
coal prices in the U.S. Franchised Eledric and Gas and Commercial Power segments. The Duke Energy Registrants opti mize the value of their u^oiesale 
and non-regulated generation portfolios. The portfolios include generation assets (power and capacity), fuel, and emission allowances. Modeled forecasts 
offuture generation output, fuel requirements, and emission allowance requirements are based on forward power, fuel and emission allowance markets. 
The component pieces of the portfolio are bought and sold based on models and forecasts of generation in order to manage the economic value of the 
portfolio in accordance with the strategies of the business units. For Duke Energy Carolinas and Duke Energy Indiana, as well as the Kentucky regulated 
generation owned by Duke Energy Ohio, the generation portfolio not utilized to sen/e retail operations or committed load is subjed to commodity price 
fiuduations, although the impad on the Consolidated Statements of Operations is partially offset by mechanisms in these regulated jurisdidions that result 
in the sharing of net profits from these activities with retail customers. Duke Energy Ohio is subject to wholesale commodity price risks for its non­
regulated generation portfolio. The non-regulated generation portfolio dispatches all of their electricity into unregulated markets and receives wholesale 
energy margins and capacity revenues irom PJM. Duke Energy Ohio has fully hedged its forecasted coal-fired generation for 2013 Capacity revenues are 
100% contracted in PJM through May 2015. Intemational Energy generally hedges its expeded generation using long-term bilateral power sales contrads 
when favorable market conditions exist and it is subject to wholesale commodity price risks for electricity not sold under such contrads. International 
Energy dispatches eledricity not sold under long-temn bilateral contrads Into unregulated markets and receives wholesale energy margins and capacity 
revenues from national system operators. Derivative contrads executed to manage generation portfolio risks for delivery periods beyond 2013 are also 
exposed to changes in fair value due to maritet price fiuduations of wholesale power, fuel oil and coal. See "Sensitivity Analysis for Generation Portfolio 
and Derivative Price Risks" below, for more information reganJing the effed of changes In commodity prices on the Duke Energy Registrants' net income. 

Other Commodity Risks. At December 31, 2012, pre-tax income in 2013 was not expected to be materially impacted for exposures toother 
commodities' price changes. 

Sensitivity Analysis for Generation Portfolio and Derivative Price Risks. The table below summarizes the estimated effed of commodity price 
changes on the Duke Energy Registrants' pre-tax net income, based on a sen sitivity analysis performed as of December 31, 2012 and December 31, 
2011 for Duke Energy and Duke Energy Ohio. Forecasted exposu re to commodity price risk for Duke Energy Carolinas, Progress Energy Carolinas, 
Progress Energy Florida and Duke Energy Indiana Is not anticipated to have a material adverse effed on their consolidated results of operations in 2013, 
based on a sen sitivity analysis performed as of December 31, 2012. The sensitivity analysis performed as of December 31, 2011 related to forecasted 
exposure to commodity price risk during 2012 also Indicated that commodity price risk would not have a material adverse effect on the consolidated resu Its 
of operations of Duke Energy Carolinas, Progress Energy Carolinas, Progress Energy Florida and Duke Energy Indiana during 2012 and the impacts of 
changing commodity prices in their consolidated results of operations for 2012 was insignificant. The following commodity price sensitivity calculations 
consider existing hedge positions and estimated production levels, as indicated in the table below, but do not consider other potential effeds that might 
result from such changes in commodity prices. 

Summary of Sensitivity Analysis for Generation Portfolio and Derivative Price Risks 

Generation Portfolio Sensitivities for Derivatives 

Risks for 2013*^' Beyond 2013 *'"' 

As of December 31. As of December 31. 

(in millions) 2012 2011 2012 2011 

Potential effect on pre-tax net income assuming a 10% price change in: 

Duke Energy 

Fonvard wholesale power prices (per MWh) $ 34 $ 71 $ 103 $ 24 

Fonvard coal prices (per ton) 

Gas prices (per MMBtu) 

Duke Energy Ohio 

Forward wholesale power prices (per MWh) $ 32 $ 69 $ 103 $ 24 

Forward coal prices (per ton) 

Gas prices (per MMBtu) 

http://ofccolo.snl.com/Cache/cl6171532.html ^/i ^'^^' ^ 

34 

11 

21 

32 

11 

21 

$ 

$ 

71 

2 

42 

69 

2 

42 
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Progress Energy Florida, an Indirect wholly owned subsidiary of Duke Energy, is a regulated public utility primarily engaged in the generation, 
fi-ansmission, distribution and sale of electricity in west central Florida. Progress Energy Florida is subjed to the regulatory jurisdiction of the Florida Public 
Service Commission (FPSC), the NRC and the FERC. Substantially all of Progress Energy Florida's operations are regulated and qualify for regulatory 
accounting treatment. As discussed further in Note 3, Progress Energy Florida's operations include one reportable segment, Franchised Eledric. 

Duke Energy Ohio, an indirect wholly owned subsidiary of Duke Energy, is a combination electric and gas public utility that provides service in the 
southwestern portion of Ohio and in northern Kentucky through its wholly owned subsidiary, Duke Energy Kentucky, as well as eledric generation In parts 
of Ohio, Illinois and Pennsylvania. Duke Energy Ohio's principal lines of business include generation, transmission and disti-ibution of eledricity. Uie sale of 
and/or transportation of natural gas, and energy marketing. Duke Energy Ohio conducts competitive auctions for retail electricity supply in Ohio whereby 
the energy price is recovered from retail customers. Duke Energy Kentucky's principal lines of business include generation, transmission and distribution 
of elecb'icity, as well as the sale of and/or transportation of natural gas. References herein to Duke Energy Ohio include Duke Energy Ohio and its 
subsidiaries, unless othenvlse noted. Duke Energy Ohio Is subject to the regulatory provisions of the Public Utilities Commission of Ohio (PUCO), the 
Kentucky Public Service Commission (KPSC) and tiie FERC. Duke Energy Ohio applies regulatory accounting treatment to substantially all ot the 
operations in its Franchised Electric and Gas operating segment. Through November 2011, Duke Energy Ohio applied regulatory accounting trealment to 
certain rate riders associated with retail generation of its Commercial Power operating segment. See Note 3 for further information about Duke Energy 
Ohio's business segments. 

Duke Energy Indiana, an indired wholly owned subsidiary of Duke Energy, is an eledric utility that provides service in north central, central, and 
southern Indiana, tts primary line of business is generation, transmission and distribution of electricity. Duke Energy Indiana Is subjed to the regulatory 
provisions of the Indiana Utility Regulatory Commission (lURC) and the FERC. Substantially all of Duke Energy Indiana's operations are regulated and 
qualify for regulatory accounting treatment. As discussed further In Note 3, Duke Energy Indiana's operations include one reportable business segment, 
Franchised Eledric, 

Certain prior year amounts have been reclassified to conform to current year presentation. In addition, prior year financial statements and footnote 
disclosures for the Progress Energy Registi-ants have been reclassified to conform to Duke Energy's presentation. 

Reverse Stock Spilt. 

On July 2, 2012, just prior to the close of the merger with Progress Energy, Duke Energy executed a one-for-three reverse stock split wiUi resped to 
the issued and outstanding shares of Duke Ene rgy common stock. All per-share amounts included in this Form 10-K are presented as if the one-for-three 
reverse stock split had been effective from the beginning of the eariiest period presented. 

Use of Estimates. 

To confomi to generally accepted accounting prindples (GAAP) In the U.S., management makes estimates and assumptions that affed the 
amounts reported in the Consolidated Financial Statements and Notes. Although these estimates are based on management's best available information 
at the time, adual results could differ. 

Cost-Based Regulation. 

The Duke Energy Registrants account for their regulated operations in accordance with applicable regulatory accounting guidance. The economic 
effects of regulation can result In a regulated company recording assets for costs that have been or are expected to be approved for recovery from 
customers in a future period or recording liabilities for amounts that are expeded to be returned to customers in the rate-setting process in a period 
different from the period in which the amounts would be recorded by an unregulated enterprise. Accordingly, the Duke Energy Registrants record assets 
and liabilities that result from Ihe regulated ratemaking process that would not be recorded und er GAAP for nonregulated entities. Regulatory assets and 
liabilities are amortized consistent with the treatment of the related cost in the ratemaking process. Management continually assesses whether regulatory 
assets are probable of future recovery by considering fadors such as applicable regulatory changes, recent rate orders applicable to other regulated 
entitles and the status of any pending or potential deregulation legislation. Additionally, management continually assesses whether any regulatory liabilities 
have been incurred. Based on this continual assessment, management believes the existing regulatory assets are probable of recovery and that no 
regulatoiy liabilities, other than those recorded, have been incuned. These regulatory assets and liabilities are classified in the Consolidated Balance 
Sheets as Regulatory assets and Other in Cun'ent Assets and as Regulatory liabilities and Other In Current Liabilities, respedively. The Duke Energy 
Registrants periodically evaluate the applicability of regulatory accounting treatment by considering fadors such as regulatory changes and the impact of 
competition, ff cost-based regulation ends or competition increases, the Duke Energy Registrants may have to reduce their asset balances to refled a 
market basis less than cost and write-off the associated regulatory assets and liabilities. If it becomes probable that part of the cost of a plant under 
construdion or a recently completed plant will be disallowed for ratemaking purposes and a reasonable estimate of the amount of the disallowance can be 
made, that amount is recognized as a loss. 

In November 2011, In conjunction with the PUCO's approval of its new Eledric Security Plan (ESP), Duke Energy Ohio ceased applying regulatory 
accounting treatment lo generation operations within Its Commercial Power segment 

For further Information, see Note 4. 

Energy Purchases, Fuel Costs and Fuel Cost Deferrals. 

The Duke Energy Registrants utilize cost-tracking mechanisms, commonly referred to as a fuel adjustment clause, to recover the retan portion of 
fuel and purchased power. The Duke Energy Registrants defer the related cost through Fuel used in eledric generation and purchased power — regulated 
on the Consolidated Statement of Operations, unless a regulatory requirement exists for deferral through Operating Revenues. 

Fuel used in electric generation and purchased power — regulated includes fuel, purchased power and recoverable costs that are defen-ed through 
fuel dauses established by the Subsidiary Registrants' regulators. These clauses allow the Subsidiary Registrants to recover fuel costs, fuel-related costs 
and portions of purchased power costs through surcharges on customer rates. The Subsidiary Registrants record any under-recovery or over-recovery 
resulting from the differences between estimated and actual costs as a regulatory asset or regulatory 

See Notes to Consolidated Financial Statements 
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DUKE ENERGY CORPORATION - DUKE ENERGY CAROLINAS, LLC - PROGRESS ENERGY, INC. - CAROLINA POWER & LIGHT COMPANY d/b/a 
PROGRESS ENERGY CAROLINAS, INC. - FLORIDA POWER CORPORATI ON d/b/a PROGRESS ENERY FLORIDA, INC. - DUKE ENERGY OHIO, 

INC. - DUKE ENERGY INDIANA, INC. 
Combined Notes To Consolidated Financial Statements - (Continued) 

Duke Energy Ohio 

Duke Energy Ohio has two reportable operating segments. Franchised Electric and Gas and Commercial Power. 

Franchised Eledric and Gas transmits and distributes electricity in southwestem Ohio and generates, transmits, distributes and sells eledricity in 
northern Kentucky. Franchised Electric and Gas also transports and sells natural gas in southwestern Ohio and northern Kentucky. It conduds operations 
primarily through Duke Energy Ohio and its wholly owned subsidiary, Duke Energy Kentucky. 

Commercial Power owns, operates and manages power plants and engages in the wholesale marketing and procurement of electric power, ftjel 
and emission allowances related to these plants, as well as other contractual posKlons. Duke Energy Ohio's Commercial Power reportable operating 
segment does not Include the operations of DEGS or Duke Energy Retail, which are included in the Commercial Power reportable operating segment at 
Duke Energy. 

The remainder of Duke Energy Ohio's operations is presented as Other. While It is not considered an operating segment. Other primarily includes 
certain governance costs allocated by its parent, Duke Energy. See Note 14 for additional information. All of Duke Energy Ohio's revenues are generated 
domestically and Its long-lived assets are all in the U.S. 

Business Segment Data 

interest expense 

Depreciation and amortization 

Income tax expense (benefit) 

Segment income 

Net income 

Capital expenditures 

Segment assets 

Year Ended December 31, 2012 

(in millions) 

Unaffiliated revenues'^' 

Intersegment revenues 
Total revenues 

Franchised Electrii 
Gas 

$ 

$ 

c and Commercial Total Reportable Consolidated 
Power Segments Other Eliminations Total 

1,745 $ 1,407 $ 3,152 $ — $ — $ 

1 51 52 - (52) 
1.746 $ 1,458 $ 3,204 $ - $ (52) $ 

3,152 

3,152 
61 

179 

91 

159 

427 

6,434 

$ 28 $ 

159 

25 

50 

87 

4,175 

89 $ 

338 

116 

209 

514 

10,609 

-
-

(18) 

(34) 

_ 
117 (^66) 

89 

338 

98 

175 

175 

514 

10.560 

(a) Duke Energy Ohio earned approximately 36% of its consolidated operating revenues from PJM Settlements, Inc. in 2012, all of which Is Induded In 
the Commercial Power segment These revenues relate to the sale of capacity and electridty from Commercial Power's non-regulated generation 
assets. 

Year Ended December 31, 2011 

(in milfions) 

Unaffiliated revenues'^' 

Intersegment revenues 
Total revenues 

Franchised Electric 
Gas 

$ 

$ 

and Commercial Total Reportable Consolidated 
Power Segments Other Eliminations Total 

1,474 $ 1,707 $ 3,181 $ — $ — $ 

- 4 4 - (4) 
1,474 $ 1,711 $ 3,185 $ - $ (4) $ 

3,181 

3,181 
Interest expense 

Depreciation and amortization 

Income tax expense (benefit) 

Segment income" '̂ 

Net income 

Capital expenditures 

Segment assets 

68 $ 

168 

98 

133 

375 

6,293 

36 $ 

167 

6 

78 

124 

4,740 

104 $ 

335 

104 

211 

499 

11,033 

- $ 

(8) 

(17) 

259 (353) 

104 

335 

96 

194 

194 

499 

10,939 

(a) Duke Energy Ohio earned approximately 24% of its consolidated operating revenues from PJM Interconnection, LLC (PJM) in 2011, all of which Is 
induded In the Commercial Power segment. These revenues relate to the sale of capacity and eledricity from Commercial Power's nonregulated 
generation assets. 

(b) Commercial Power recorded an after-tax Impairment charge of $51 m illlon, net of tax of $28 million, during the year ended December 31, 2011, to 
write-down the canying value of certain emission allowances. See Note 12 for additional Information. 

Year Ended December 31. 2010 

(in millions) 

Unaffiliated revenues'^' 

Intersegment revenues 
Total revenues 

Franchised Electric and Commercial Total Reportable Consolidated 
Gas Power Segments Other Eliminations Total 

$ 

$ 

1,623 $ 1,706 $ 3,329$ - $ - $ 

- 5 5 - (5) 
1,623 $ 1,711 $ 3,334$ - $ (5) $ 

3,329 

3,329 
Interest expense 

Depreciation and amortization 

68 $ 

225 

41 $ 

174 

109 

400 

109 

400 
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Income tax expense (benefit) 

Segment loss<''"=' 

Net loss 

Capital expenditures 

Segment assets 

105 

(51) 

353 

6,258 

40 

(361) 

93 

4,821 

146 

(422) 

446 

11,079 

(14) 

(19) 

_ 

192 (247) 

132 

(441) 

(441) 

446 

11,024 

(a) Duke Energy Ohio earned ap proximately 13% of its consolidated operating revenues from PJM In 2010, all of which is included in the Commerdal 
Power segment. These revenues relate to the sale of capacity and electricity from Commercial Power's nonregulated generation assets. 

(b) Franchised Electric and Gas recorded an impairment charge of $216 million related to the Ohio Transmission and Distribution reporting unit. This 
impairment charge was not appi icable to Duke Ene rgy as this reporting unit has a lower can'ying value at Duke Energy. 

(c) Commercial Power recorded impairment charges of S521 million, which consisted of a $461 million goodwill Impairment charge associated wnh Ihe 
nonregulated Midwest generation operations and a $102 million charge, net oi tax of $58 million, to write-down the value of certain nonregulated 
Midwest generating assets and emission allowances primarily associated with these generation assets. 
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addition, the consumer parties will not oppose Progress Energy Florida continuing to pursue a COL for Levy. The 2012 FSPC Settl ement Agreement also 
provides that Progress Energy Florida will treat the allocated wholesale cost of Levy (approximately $68 million) as a retail regulatory asset and include 
this asset as a component of rate base and amortization expense for regulatory reporting. Progress Energy Florida will have the discretion to accelerate 
andfor suspend such amortization in full or In part provided that it amortizes all of the regulatory asset by December 31, 2016. 

Cost of Removal Reserve. The 2012 and 2010 FPSC Settlement Agreements (Settlement Agreements) provide Progress Energy Florida the 
discretion to reduce cost of removal amortization expense by up to the balance In the cost of removal reserve until the eariier of (a) its applicable cost of 
removal resenre reaches zero, or (b) the expiration of the 2012 FPSC Settiement Agreement. Progress Energy Florida may not reduce amortization 
expense if the reduction would cause it to exceed the appropriate high point of the retum on equ ity range, as estabi Ished in the Settlement Agreements. 
Pursuant to the Settlement Agreements, Progress Energy Florida recognized a reduction in amortization expense of $178 million and $250 million for the 
years ended December 31, 2012 and 2011, respectively. Duke Energy recognized a redudion in amortization expense of $120 million for the year ended 
December 31, 2012. Progress Energy Florida had eligible cost of removal resen/es of $110 million remaining at December 31, 2012, which is impaded by 
accruals in accordance wHh Its latest depreciation study, removal costs expended and reductions in amortization expense as permitted by the Settlement 
Agreements. 

Anclote Units 1 and 2. On March 29,2012, Progress Energy Florida announced plans to convert the 1,010 M W Anclote Units 1 and 2 (Anclote) 
from oil and natural gas fired to 100 percent natural gas fired and requested that the FPSC permit recovery ofthe estimated $79 million conversion cost 
through the Environmental Cost Recovery Clause (ECRC). Progress Energy Florida believes this conversion is the most cost-effective alternative for 
Anclote to achieve and maintain compliance with applicable environmental regulations. On September 13, 2012, the FPSC approved Progress Energy 
Florida's request to seek cost recovery through the ECRC. Progress Energy Florida anticipates that both converted units will be placed in service by the 
end of 2013. 

Duke Energy Ohio 

Capacity Rider Filing. On August 29, 2012, Duke Energy Ohio filed an application with the PUCO for the establishment of a charge, pursuant to 
Ohio's state com pensation mechanism, for capacity provided consistent with its obligations as a Fixed Resource Requirement (FRR) entity. The 
application included a request for defen-al auUiority and for a new tariff to implement the charge. The defen'al being sought is the difference behveen its 
costs and martiet-based prices for capacity. The requested tariff would implement a charge to be colleded via a rider through which such deferred 
balances will subsequentiy be recovered. 24 parties moved to intervene. Hearings have been set for April 2, 2013. Underthe current procedural schedule, 
Duke Energy Ohio expeds an order in 2013. 

2012 Electric Rate Cass. On July 9, 2012, Duke Energy Ohio filed an application witti the PUCO for an increase in eledric disti-ibution rates of 
approximately $87 mlUlon. On average, total eledric rates would increase approximately 5.1% under the filing. The rate increase is designed to recover 
the cost of investments in projects to improve reliability for customers and upgrades to the distribution system. Pursuant to a stipulation in anottier case, 
Duke Energy Ohio will continue recovering Its costs associated with grid modernization in a separate rider. 

Duke Energy Ohio expects revised rates, if approved, to go Into effed in the first half of 2013. 

2012 Natural Gas Rate Case. On July 9,2012, Duke Energy Ohio filed an application with the PUCO for an Increase in natural gas distribution 
rates of approximately $45 mUlion. On average, total natural gas rates would increase approximately 6.6% underthe filing. The rate increase Is designed 
to recover the cost of upgrades to the distribution system, as well as environmental cleanup of manufactured gas plant sites, in addition to the recovery of 
costs associated with MGP sites, the rate request includes a proposal for an accelerated service nne replacement program and a new rider to recover the 
associated incremental cost. The filing also requests that the PUCO renew the rider recovery of Duke Energy Ohio's accelerated main replacement 
program and grid modernization program. 

On January 4, 2013, Uie PUCO Staff filed a staff report recommending that Duke Ene rgy Ohio only be allowed to recover costs related to MGP 
sites which are currently used and useful in the provision of natural gas distribution service. Duke Energy Ohio filed its objection to the staff report on 
February 4, 2013. 

Duke Energy Ohio expects revised rates, if approved, to go into effed in the first half of 2013. 

Generation Asset Transfer. On April 2, 2012 and amended on June 22, 2012, Duke Energy Ohio and various affiliated entities Wed an Application 
for Authorization for Disposition of Jurisdictional Facilities with FERC, The application seeks to transfer, from Duke Energy Ohio's rate-regulated Ohio 
utinty company, the legacy coal-fired and combustion gas turbine assets to a nonregulated affiliate, consistent with the ESP stipulation approved by the 
PUCO on November 22, 2011. The application outiines a potential additional step in the reorganization that would result in a transfer of all of Duke Energy 
Ohio's Commerdal Power business to an indired wholly owned su bsldiary of Duke Energy. The process of determining the optimal corporate strudure is 
an ongoing evaluation of factors, such as tax considerations, that may change between now and the transfer date. In conjundion with the transfer, Duke 
Energy Ohio's capital strudure will be reslmdured io refied appropriate debt and equity ratios for its regulated Franchised Eledric and Gas operations. 
The transfer could instead be accomplished within a wholly owned nonregulated subsidiary of Duke Energy Ohio depending on final tax sti-uduring 
analysis. The FERC approved the application on September 5, 2012. Duke Energy Ohio has agreed to transfer the legacy coal-fired and combustion gas 
turbine assets on or before Decem ber 31, 2014. 

Standard Service Offer (SSO). The PUCO approved Duke Energy Ohio's current Electric Security Plan (ESP) on November 22, 2011. The ESP 
effedively separates the generation of electricity from Duke Energy Ohio's retail load obligation and requires Duke Energy Ohio to transfer Its generation 
assets to a nonregulated affniale on or before December 31, 2014. The ESP includes competitive audions for eledricity supply whereby the energy price 
is recovered fi-om retail customers. As a result, Duke Energy Ohio now earns retail margin on the transmission and distribution of eledricity only and not 
on ttie cost of the underiying energy. New rates for Duke Energy Ohio went into effect for SSO customers on January 1, 2012. The ESP al so Includes a 
provision for a non-bypassable stability charge of $110 million peryearto be collected from January 1, 2012 through December 31, 2014. 
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fair value of the Renewables reporting unit exceeded Its carrying value thus no impairment was recorded. The fair value of the Renewables reportl ng unn 
Is impaded by a multitude of factors. Including legislative actions related to tax credit extensions, long-term growth rate assumptions, the market price of 
power and discount rates. Management continues to monitor these assumptions for any indicators that the fair value of the reporting unit could be below 
the carrying value, and will assess goodwill for impairment as appropriate. 

Midwest Generation Asset Impairment. In the second quarter of 2010, based on circumstances discussed below, management determined 
that it was more likely than not that the fair value of Commercial Powers nonregulated Midwest generation reporting unit was belov/ its respective carrying 
value. Accordingly, an interim impairment test was performed for this reporting unit. Determination of reporting unit fair value was based on a combination 
of the income approach, which estimates the fair value of Duke Energy's reporting units based on discounted future cash flows, and the market approach, 
which estimates the fair value of Duke Energy's reporting units based on market comparables wrthin the utility and energy industries. Based on completion 
of step one of the second quarter 2010 impairment analysis, management determined that the fair value of Commerdal Power's non-regulated Midwest 
generation reporting unit was less than Its carrying value, which Included goodwill of $500 million. 

Commercial Power's nonregulated Midwest generation reporting unit includes neariy 4,000 MW of primarily coal-fired generation capacity in 
Ohio which was dedicated under the ESP through December 31, 2011 Additionally, this reporting unit has approximately 3,600 MW of gas-fired 
generation capacity in Ohio, Pennsylvania. Illinois and Indiana which provides generation to unregulated energy markets In the Midwest The businesses 
wrthin Commercial Power's nonregulated Midwest .generation reporting unit operate in unregulated markets which allow for customer choice among 
suppliers As a result, Ihe operations within this reporting unit are subjected to competitive pressures that do not exist in any of Duke Energy's regulated 
jurisdidions. 

Commerdal Power's other businesses, induding the renewable generation assets, are In a separate reporting unit for goodwni impairment 
testing purposes. No impairment existed with respect to Commercial Power's renewable generation assets. 

The fair value of Commercial Power's nonregulated MWwest generation reporting unit is impacted by a multitude of factors. Including current 
and forecasted customer demand, forecasted power and commodity prices, uncertainty of environmental costs, competition, the cost of capital, valuation 
of peer companies and regulatory and legislative developments. Management's assumptions and views of these fadors continually evolve, and certain 
views and assumptions used in detemiining the fair value of the reporting unit in the 2010 interim impairment test changed significantiy from those used in 
the 2009 annual impairment test These fadors had a significant Impact on the valuation of Commercial Power's nonregulated Midwest generation 
reporting unit. More specifically, the following factors significantiy impacted management's valuation of the reporting unit: 

• Sustained lower fonvard power prices — in Ohio, Duke Energy's Commercial Power segment provided power to retail customers under the 
ESP, which utilizes rates approved by the PUCO through 2011. These rates in 2010 were above market prices for generation services, resuUlng 
in customers switching to other generation providers. As discussed in Note 4, Duke Energy Ohio will establish a new SSO tor retail load 
customers for generation after the cun-ent ESP expires on December 31, 2011. Given fonvard power prices, which declined from the time of the 
2009 impairment, significant uncertainty existed with respect to the generation margin that would be earned under the new SSO. 

• Potentially more stringent environmental regulations from the US, EPA—In May and July of 2010, the EPA issued proposed rules associated 

with tile regulation of OCRs to address risks from the disposal of OCRs (e.g., ash ponds) and to limit the interstate transport of emissions of NO" 

and SO^. These proposed regulations, along with other pending EPA regulations, could result in significant expenditures for coal fired 

generation plants, and could result in the eariy retirement of certain generation assets, which do not currently have control equipment for NO" 
and S02, as soon as 2014. 

• Customer switching — ESP customers have increasingly selected altemative generation service providers, as allowed by Ohio legislation, 
which further erodes margins on sales. In the second quarter of 2010, Duke Energy Ohio's residential class became the target of an intense 
martteting campaign offering significant discounts to residential customers that switch to alternate power suppliers. Customer switching levels 
were at approximately 55% at June 30, 2010 compared to approximately 29% in the third quarter of 2009. 

As a result of the factors above, a non-cash goodwill impairment charge of $500 million was recorded during the second quarter of 2010. This 
Impairment charge represented the entire remaining goodwill balance for Commerdal Power's non-regulated Midwest generation reporting unit. In addition 
to the goodwill Impairment charge, and as a result of fadors similar to those described above. Commercial Power recorded $160 million of pre-tax 
impairment charges related to certain generating assets and emission allowances primarily associated with these generation assets in the li/lidwest to 
write-down the value of these assets to their estimated fair value. The generation assets thai were subject to this impairment charge were those coal-fired 
generating assets that do not have certain environmental emissions control equipment, causing these generation assets to be heavily impacted by the 
EPA's proposed mles on emissions of NOx and S02, These Impairment charges are recorded In Goodwill and Other Impairment Charges on Duke 
Energy's Consolidated Statement of Operations 

Intangible Assets 

The following tables show the carrying amount and accumulated amortization of intangible assets. 

December 31, 2012 

(in millions) 

Duke 
Duke Energy 

Energy Ohio 
Duke Energy 

Indiana 
Emission allowances 
Gas, coal and power contrads 
Wind development rights 

80$ 
295 
111 

24 
272 

29 
24 

Other 
Total gross canylnq amounts 
Accumulated amortization - gas, coal and power contracts 
Accumulated amortization - wind development rights 
Accumulated amortization - other 
Total accumulated amortization 
Total intangible assets, net 

109 
595 

(180) 

(9) 
(34) 

(223) 
$ 372 $ 

10 
306 

(168) 

(9) 
(177) 

129 $ 

— 
53 

(12) 

(12) 
41 

178 
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Indiana to CRC, an unconsolidated entity formed by a subsidiary of Duke Energy. The proceeds obtained from the sales of receivables are largely cash 
but do include a subordinated note from CRC for a portion ofthe purchase price. Rental income, interest income and interest expense on these 
transactions were not material for the years ended December 31, 2012, 2011 and 2010. 

In January 2012, Duke Ene rgy Ohio recorded a non-cash equity transfer of $28 million related to the sale of Vermilion to Duke Energy Indiana. 
Duke Energy Indiana recorded a non-cash after tax equity transfer of $26 million for the purchase of Vermillion from Duke Energy Ohio. See note 2 for 
further discussion. 

DECAM is a non-regulated, dired subsidiary of Duke Energy Ohio. DECAM conducts business adivities including the execution of commodity 
transactions, third party vendor and supply contrads and service contracts for certain of Duke Energy's non-regulated entitles. The commodity contracts 
that DECAM enters either do not qualify as hedges or are accounted for as undesignated contrads, thus the mark-to-market impads of these contrads 
are refieded in Duke Energy Ohio's Consolidated Statements of Operations and Comprehensive Income. In addition, equal and offsetting mark-to-market 
impads of intercompany contracts with non-regulated entities are reflected In Duke Energy Ohio's Consolidated Statements of Operations and 
Comprehensive Income representing the pass through of the economics of the original contrads to non-regulated entities in accordance with contractual 
anangements between Duke Energy Ohio and non-regulated entities. Because it is not a rated enthy, DECAM receives its credit support from Duke 
Energy or its non-regulated subsidiaries and not the regulated utility operations of Duke Energy Ohio. DECAM meets its funding needs through an 
intercompany loan agreement from a subsidiary of Duke Energy. DECAM also has the abllfty to loan money to the subsidiary of Duke Energy, DECAM 
had an outstanding Intercompany loan payable with the subsidiary of Duke Energy of $79 million as of December 31, 2012. This amount is recorded in 
Notes payable to affiliated companies on Duke Energy Ohio's Consolidated Balance Sheets. DECAM had a $90 mniion intercompany loan receivable with 
the subsidiary of Duke Energy as of December 31, 2011. This amount is recorded in Notes receivable from affiliated com panies on Duke Energy Ohio's 
Consolidated Balance Sheets. As discussed In Note 6, in August 2012, Duke Energy issued $1.2 billion of senior unsecured notes. Proceeds from the 
issuances were used in part to repay outstand ing notes of $500 million to DECAM, and such funds were ultimately used to repay at maturity Duke Energy 
Ohio's $500 million debentures due September 15, 2012. In conjundion with the proposed generation asset transfer discussed in Note 4, Duke Energy 
Ohio's capital strudure is being restructured to reflect appropriate debt and equity ratios for its regulated Franchised Eledric and Gas operations. 

15. RISK MANAGEMENT, DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES 

The Duke Energy Registrants closely monitor the risks associated with commodKy price changes and changes in interest rates on their operations 
and, where appropriate, use various commodity and Interest rate instruments to manage these risks. Certain of these derivative instruments qualify for 
hedge accounting and are designated as hedging insti-uments, while others either do not qualify as hedges or have not been designated as hedges 
(hereinafter refen'ed to as undesignated contrads). The Duke Energy Registrants' primary use of energy commodity derivatives is to hedge the generation 
portfolio against exposure to changes in the prices of power and fuel. Interest rate swaps are entered Into to manage interest rate risk primarily associated 
wrth the Duke Energy Registrants' variable-rate and fixed-rate borrowings. 

The accounting guidance for derivatives requires the recognition of all derivative Instruments not Identified as NPNS as either assets or liabiWles at 
fair value in the Consolidated Balance Sheets. For derivative instmments that qualify for hedge accounting, the Duke Energy Registrants may eled to 
designate such derivatives as either cash flow hedges or fair value hedges. The Duke Energy Registrants offset fair value amounts recognized on the 
Consolidated Balance Sheets related to derivative instruments executed with the same counterparty under the same master netting agreement. 

The operations of the USFE&G business segment meet the crrteria for regulatory accounting treatment. Accordingly, for derivatives designated as 
cash flow hedges within USFE&G, gains and losses are reflected as a regulatory liabn'ity or asset instead of as a component of AOCI. For derivatives 
designated as fair value hedges or left undesignated within USFE&G, gains and losses associated with the change in fair value of these derivative 
contrads would be deferred as a regulatory liabinty or asset, thus having no immediate earnings impad. 

Within the Duke Energy Registrants' unregulated businesses, for derivative instmments that qualify for hedge accounting and are designated as cash 
flow hedges, the effedive portion of the gain or loss is reported as a component of AOCI and reclassified into eamings in the same period or periods 
during which the hedged transaction affeds eamings. Any gains or losses on the derivative that represent either hedge ineffectiveness or hedge 
components excluded from the assessment of effediveness are recognized in current eamings. For derivative instmments that qualify and are designated 
as a fair value hedge, the gain or loss on the derivative as well as the offsetting loss or gain on the hedged item are recognized in eamings in the current 
period. The Duke Energy Registrants include the gain or loss on the derivative In the same line item as the offsetting loss or gain on the hedged Item in the 
Consolidated Statements of Operations. Additionally, the Duke Energy Registrants enter into derivative agreements that are economic hedges that either 
do not qualify for hedge accounting or have not been designated as a hedge. The changes In fair value of tiiese undesignated derivative instmments are 
reflected in current eamings. 

Commodity Price Risk 

The Duke Energy Registrants are exposed to Uie impad of market changes in the future prices of electricity (energy, capacity and financial 
transmission rights), coal, natural gas and emission allowances (SOj, seasonal NO^ and annual NO^) as a result of their energy operations such as 
eledricity generation and the transportation and sale of natural gas. With resped to commodtty price risks associated with eledricity generation, the Duke 
Energy Registrants are exposed to changes including, but not limited to, the cost of the coal and natural gas used to generate eledricity, the prices of 
electricity in wholesale markets, the cost of capacity and electricity purchased for resale in vrfiolesale markets and ttie cost of emission allowances 
primarily at ttie Duke Energy Registrants' coal fired power plants. Risks associated wrth commodity price changes on future operations are closely 
monitored and, where appropriate, various commodity contrads are used to mitigate the effed of such fiuduations on operations. Exposure to commodity 
price risk Is influenced by a number of fadors, including, but not llmrted to, the term of the contrad, the liquidity of the market and del Ivery location. 

Commodity Fair Value Hedges. At December 31, 2012, there were no open commodity derivative instmments that were designated as fair value 
hedges. 
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MASTER IPOWKR PURCHASE AND SAJL.E AGRBBMEWT 
CONFIRMATION DE'ICTER 

TMB Co.'afinnatj.oo Lattor (the "Confiimfition") sliall, cotifirai thu Tiaasaction agreed to on 
Octobca: 20. 2011 CTfaiila Dat̂ *) Utvam Duka Bnetgy Ohio, Inc. (•'Buyer") and • • • 

^ ^ f t t t M B t t ^ ^ ^ ^ (*'$slter") wfaatng &<3 sal^purohsse of the Prodoct uadar tho 
iamu and conditions as ̂ IXowa: 

RBCVtMLS: 

WHEREAS, Buyer Is .interested ip purolming Cleared Buy Bid Capnoily frotn Selkr fo 
Vho UncoMSftamad Regioo also lojo'vra. as the RTO LDA Zone; 

WHEREAS; SeUer intaida to supply &e Cleared Buy Bid Capacity to Bvi,yef under (he 
tetms Olid condittons seC ifon^ below. 

NOW, THEREFORE, in oonsider̂ Cioii of tiw promises snd motaal covcioBnte s&t fortti 
horeia and the iroooipt sad su)(Hcicn<y of whis^ a« licreby aclcnowledgod, .liie Pailieis agree as 
follows; . , 

GBNKRALCOMMJERCtAL TERMS. 

SeRcr: 

Buyer Ditte .Energy Ohio, luc,' 

Prodmcr. Subject to Spocial donditloas sot &rt1l below, tb.o Product shall consist of Plaijniag 
Year 2012-2013 Claared Buy Bid CapocliyJftomthepJMRPMauciicaifor Iha Uacotistralned 
Bjsgian slso lojovw: ss tfco RTO LDA Zone, as dafinad by PJM fmrn time oa tinw ("RTO LPA 
2otta"), pitrsHswe to the PJM Reliability Asanrance Agwament, or any successor tharato 
("RAA"). 

XMlvisrY Year: From aad includiug Hour Ending ("HB") 0100 Biwtem Prevailing Tlmo 
C'EPT'')onJt«iol,2012, tfaTOughemdinctadi»sHE2400iEPT,onMfly31,20l3(PJM,Pfa(inln« 
Year 2012-2013). 

Qtiantityt H M W 

ndivery P l̂nfa RTO LDA 2k)ti,e. 

,C<>ntt:aet.pricfi: S ^ ^ l p c r MW-day 

SucctaH Ccaditlonsi 

Transfer of Prodnct- All Pwducta shall bo traosferred to Buyer ia &o maimar spocified by 
PJM, tticlttdtag sec(3O0 4.6.7 of flio PJM Mamial M»18, or as tno.y o(iifli-wi«a b« reaso:nabiy 
requested by Bxiyer to docutaeut the (nmsfor, togotijor with suoli additjotiol infomiation,, 
doonmoDiaiion aad o tW inatrameBiB as may b« xcq|nired by PJM or reasonably requested by 

EXHIBIT 

V 
^1^6-



10/26/2011 07:16 •NFIDENTIAL PROPRIETY 

PUCO Case No. 12-2400-EL-UNC 
OCC-POD-05-029 Attachment 

^ge2of26 PAQE 02/02 

i a /2a /20H 14:52 
PAGE 32/02 

V K Sailor 8l»U toosfer this Product between B i ^ , 

DefiiUtioiis: Capitalized vsttas liiat are used, but not dcflaed herein or jft flte Maatar AgnwtJwnt 
shall have thfc jjncaiung aacrlbBd to tbcm in tije PJM Agreomettts. "PJM Agreom«aJta" meaas the 
PJM Opm Access Txansjirisskm Tariffi the PJM Opiisatilig Agroomeitt, flie PJM Reliability 
AsanraQos A^rsement, and any 0lbe« applicable PJM manuals or documents, or any succaasor, 
siipecscdkt, or amended versions that tnay take effect ftotn time to daws. 
Master A:̂ aeisfientx This ConSimadon is boing ptwjded pixrsuant to aad in accordance with 
the ISPA Master Agx>3em«aM suppl9nietit«>d with a Powar Annex (ooUcctivoly, tho "Mestw 
AsreenwinO <lat«d August I, 2005 botiween SeUor and Buyê -, sad constimtes part of and is 
siiject to the tenns and provisions of snch Master Agrecsmw t̂. Terras usod but not defined 
horein shAll have I3\e meanings aecribed to tUfstn in the Ivĵ ater K^mssomt. 
Standard of Revlj^; AU rales, terms smd ccnditionfl as specified tn feia Confirraadon 
liOTBundcr shall renaaja in affect in ancordswoB widj their tenns and shall not be subjaot to change 
tlwongh plication to FERC pursaant to (be provisions of Section 205 or 206 of the Federal 
Power Act Absetjl the agreement of all parties to a proposed change, th« standard of review fer 
changes t6 toy section of the iVIastcr Ajgcoeweat or any Confirmation proposed by a paity, a aoa* 
party, or the PBRC aoiins s ^ sponte, shall be the "puhUo interest!' atftadard of review set Jtortij in 
V^iOtjff Pig,g Ii.ha.C'^.X.MpbaQ<Ja» gWvice,CpTp.. 350 U.S. 332 (1$56) miSsSss^ISSm 
C-Qnitni3siPH.v. SicffapaciflcPower Co.. 350 U.S. 348 (1956) (the "Mobilo-Stera'' doctrine). 

IN W m ^ S S WHEREOF, (bs Parties htrvw caused theh- duly authorized roprosenlaiives to execute 
this AgrseraetU: on tboir behalf as of i3t» dat» first above written. 

> i 

DwJw Energy Ohio, Inc. 

Name: Jig^>«<gl 

Title: . - ^ ^ ^ 
Fax; 
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MASTER POWER PURCHASE AND SALE AGREEMENT 
CONFIRMATION LETTER 

(06/01/2012-05/31/2013) 

This Confirmation Letter (the "Confirmation") shall confirm the Transactions agreed to 
on December "7 .2011 ("Trade Date") between Duke Energy Ohio, Inc. ("DEO") and 
j ^ ^ ^ ^ ^ ^ ^ ^ ^ H m m i f l l l B ^ H I H i H I H i ^ ^ ^ l regarding the exchange the 
Products identified in Transaction 1 and transaction 2 below imder the terms and conditions as 
follows: 

RECITALS: 

WHEREAS, DEO is interested in purchasing unit specific capacity firom ̂ ^ B | | in the 
Unconstrained Region also known as the RTO LDA in accordance with the terms of Transaction 
1 as defined below; 

WHEREAS, ^ ^ ^ ^ 1 intends to supply the unit specific capacity to DEO utilizing the 
unit(s) set forth on Schedule 1 attached hereto (collectively, the "Units") subject to the terms and 
conditions of Transaction 1; 

WHEREAS, ^ ^ m is interested in purchasing cleared buy bid capacity from DEO in 
accordance with the terms of Transaction 2 as defined below; and 

NOW, THEREFORE, in consideration of the premises and mutual covenants set forth 
herein and the receipt and sufficiency of which are hereby acknowledged, the Parties agree as 
follows: 

Transaction 1 

Seller: 

Buyer: Duke Energy Ohio, Inc. 

Product: Subject to Special Conditions set forth below, the Product shall consist of Unit 
Specific Unforced Capacity fixjm the Units in the Unconstrained Region also known as the RTO 
LDA , as defined by PJM firom time to time ("RTO LDA"), pursuant to the PJM Reliability 
Assurance Agreement, or any successor thereto ("RAA"). 

Delivery Year: From and including Hour Ending ("HE") 0100 Eastern Prevailing Time 
("EPP') on June 1,2012, through and including HE 2400 EPT, on May 31,2013. 

Quantity; J M W 

Delivery Point: RTO LDA . 

Contract Price: ^ ^ H P r̂ MW-day 

Transfer Deadline: Seller shall transfer the Product to Buyer on or before | 

Special Conditions: 
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Delivery Year Penalties: Seller shall be responsible for all delivery year penalties imposed by 
PJM during the Delivery Year concerning the Units and their performance including, but not 
limited to, Peak-Hour Period Availability Charge, Generation Resource Test Failure Charge, any 
increase in eFORd Penalty Charges and the Peak Season Maintenance Compliance Penalty 
Charge (collectively the 'Delivery Year Penahies"). If the Buyer is billed by PJM for any 
Delivery Year Penalties applicable to the Delivery Year associated with the Units, the Buyer 
shall pay such amount to PJM and shall invoice Seller for all such charges, as determined by 
Buyer in a commercially reasonable manner, for payment in their next invoice. In the event that 
the Buyer receives additional monies fix)m PJM for better eFORp performance by the Units 
('eFORp Credits") for any Delivery Year, the Buyer shall pay such eFORp Credits, as 
determined by Buyer in a commercially reasonable manner, to Seller in the next invoice. 

Transaction 2 

Seller: Duke Energy Ohio, Inc. 

Biryer; I 

Product: Subject to Special Conditions set forth below, the Product shall consist of Planning 
Year 2012-2013 Cleared Buy Bid Capacity firom the PJM l" Incrwnental RPM auction for the 
Unconstrained Region also known as the RTO LDA, as defined by PJM from time to time 
("RTO LDA"), pursuant to the PJM Reliability Assurance Agreement, or any successor thereto 
("RAA"). 

Delivery Year: From and including Hour Ending ("HE") 0100 Eastern Prevailing Time 
("EPTO on June 1, 2012, through and including HE 2400 EPT, on May 31, 2013 (PJM Plannii^ 
Year 2012-2013). 

Ouantitv;MMW 

Deliverv Point; RTO LDA 

Contract Price: Contract Price: $ m | | | per MW-Day which shall be paid pursuant to the 
Settlement Procedure set forth below. 

Settlement Procedure: The Settlement Procedure shall be as follows: Since PJM invoices the 
Buyer for the Incremental Auction Charges, upon transfer ofthe Product to the Buyer in PJM's 
eRPM System, the Seller will be released fi-om the Incremental Auction Charge associated with 
the respective Quantity of Product sold hereunder, and the Buyer shall pay directly to PJM the 
Incremental Auction Charge of $ $ ^ ^ | per MW-Day for the Quantity of Product purchased 
under this Confirmation. For billing purposes, Seller shall issue an invoice each month to Buyer 
that reflects the following: (i) Contract Price of $ ^ H per MW-Day of Product (owed by Buyer 
to Seller) - incremental auction charge of $ $ 1 ^ 1 per MW-Day for the Quantity of Product 
(Owed by Seller to PJM but paid by Buyer) = flHI per MW-Day for the Quantity of Product 
(credit owed by Seller to Buyer is $Hiper MW-Day). Provided that Buyer pays PJM directly 
for tlw Product as set forth in this Settlement Procedure, Seller shall issue a credit to Buyer each 
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month pursuant to this Confirmation equal to $ ^ B per MW-Day for the Quantity of Product 
sold to Buyer. 

GENERAL COMMERCIAL TERMS (Transaction 1 and 2). 

Definitions: For the purposes of this Confirmation, "PJM" shall mean PJM Interconnection 
LLC or any successor thereto. Capitalized terms that are used, but not defined herein or in the 
Master Agreement shall have the meaning ascribed to them in the PJM Agreements. "PJM 
Agreements" means the PJM Open Access Transmission Tariff, the PJM Operating Agreement, 
the PJM ReUability Assurance Agreement, and any other applicable PJM manuals or documents, 
or any successor, superseding, or amended versions that may take effect firom time to time. 

Transfer of Product: All Product shall be transferred to Buyer in the manner specified by PJM 
or as may otherwise be reasonably requested by Buyer to document that transfer, together with 
such additional information, documentation and other instruments as may be required by PJM or 
reasonably requested by Buyer. 

Master Agreement: This Confirmation is being provided pursuant to and in accordance with 
the ISDA Master Agreement supplemented with a Power Armex (collectively, the "Master 
Agreement") dated March 1, 2011 between Seller and Buyer, and constitutes part of and is 
subject to the terms and provisions of such Master Agreement. Terms used but not defined 
herein shall have the meanings ascribed to them in the Master Agreement. 

Standard of Review: All rates, terms and conditions as specified in this Confirmation 
hereunder shall remain in effect in accordance with their terms and shall not be subject to change 
through ^plication to FERC pursuant to the provisions of Section 205 or 206 of the Federal 
Power Act. Absent the agreement of all parties to a proposed change, the standard of review for 
changes to any section ofthe Master Agreement or any Confirmation proposed by a party, a non­
party, or the FERC acting sua sponte, shall be the "pubUc interest" application of the "just and 
reasonable" standard of review set forth in United Gas Pipe Line Co. v. Mobile Gas Service 
Corp.. 350 U.S. 332 (1956) and Federal Power Commission v. Sierra Pacific Power Co.. 350 
U.S. 348 (1956) and clarified in Morgan Stanley Capital Group, he. v. Public Util. Dist. No. 1 of 
Snohomish 554 U.S. 527 (2008) (the "Mobile-Sierra" doctrine). 
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IN WITNESS WHEREOF, the Parties have caused their duly authorized representatives to 
execute this Confirmation on their behalf as ofthe date first above written. 

Duke Energy Ohio, Inc. 

: ;;&y^ ei»u.<M~ 

Title: President 

Name: Bryan L. Gamett 

Title: Power Trader 
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Schedule 1 

The Units shall consist ofthe following: 
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ri)bA '}3X 

^saH\ias 

MASTER POWER PURCHASE ANO SALE AGREEMENT 
CONFIRMATION LETTER 

(06/01/2012-05/31/2013) 

This Coiifirmfition Letter (tbe "Confmnaiion") shall confirm the Transaction agreeci to on 
October 17. 2011 ("Trade Date") between Duke Energy Ohio, fnc. ("Buyer") i\iicl ^ ^ j H 

IC'Sellei'") regRitling the sale/piircliJise oF the Product underlie 
terms and condition.^ as follows: 

RECITALS: 

WHEREAS, Buyer is interested in purcliasing unit .specific capacity from Seller in the 
Unconstrained Region also known as the RTO LDA Zone; -

W.'FIEREASj Seller intend.̂  to supply the unit specific cnpncity to Buyer utilizing the 
following units (collectively, the "Units"); [ 

^ m u n i t s subject to the terms and conditions set forth below. 

NOW, TliEREFORE, in consideration of the promises and mutual covenants set forth 
herein and the receipt and sufficiency of which are hereby acknowledged, the Parties agree as 
follows; 

GENERAL COMMERCIAL TERMS. 

SeUer; 

Btiyef: Duke Energy Ohio, Inc. 

Product; Subject to Special Conditions set forth below, the Product shall consi.st of Unit 
Specific Unforced Capacity Irom the Units in the Unconstrained Region also known as the RTO 
LDA Zone, as defined by P.IM from time to time ("RTO LDA Zone'*), pursuant to the P.TM 
Reliability Assurance Agreement, or any successor thereto ("'RAA "). 

Delivery Year: From and including flour Ending ("HE") 0100 Eastern Prevailing Time 
("EPT") on.ltme 1,2012, through and including HE 2400 EPT, on May 31, 2013, 

OnantitY:MMW 

Deliverv Point: RTO LDA Zone. 

Coiitract Price: $ H | per iVIW-day 

Transfer Deadline! Seller shall transfer the Product to Buyer on or before | 

Special Conditions: 

Product: Seller shall bear all risks associated with changes in the forced outage of the 
Generation Capacity Resource dCvSignated by Seller as set forth below. 

Page 1 of 3 
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Changes in EFORd Ratings: Final EFORd ratings for the Units will be ("malized by 
P.rM in January prior to the start of tlie Delivei^ Year. If the EFORd rating increases 
fnnn what was utilized by Buyer to calculate the quantity of Product purchased under thi.? 
Confirmation as of the Trade Date, then the Seller will provide to the Buyer a 
replacenient amount of unit specific capacity re,sources in MWs equal to llie amount by 
which the EFORd rating increased froin what was utilized on the Trade Date, but limited 
to increments of 01 MWs as the minimal amount. The replacttmcnt product shall be 
pro\'ided by Seller through a Bilateral Unit-Specific Transaction (as defined in the PJM 
Agreements) before the third incremental auction. If the EFORd decreases from what 
was utilized by Buyer to calculate the c|uamily of Product purchased under thi.s 
Confirmation as of the Trade Date, tiien the Buyer will provide to ihe Seller a 
replacement amount of unit specific capacity resources in MWs equal to the amount by 
which the EFORd rating decreased from what was utilized on the Trade Date, but limited 
to increments of 0.1 MWs as the minimal amount. Tlie replacement product will be 
provided by Buyer through a Bilateral Unit-Specific Transaction before the third 
nicrcmcntal auction. 

The preceding paragraph shall not apply in the event Seller deliver.* the Product between 

Delivery Year Penalties; Seller .sliall be responsible for all dcjiveiy year penalties 
imposed by PJM during the Deliveiy Year concerning the Units and their performance 
including, but not limited to, Peak-Hotir Period Availabilily Charge, Generation 
Resource Test Failure Charge, any increase in eFORd Penalty Charges and the Peak 
Sca.son Maintenance Compliance Penalty Charge (collectively the 'Delivery Year 
Penalties''). If the Buyer is billed by PJM for any Delivery Year Penalties applicable to 
the Delivery Year associated with the Units, the Buyer shall pay such amount to PJM and 
shall invoice Seller for all such charges, a.? determined by Buyer in a commercially 
reasonable mamier, for payment in their next invoice. In the event that the Buyer 
receives additional monies from P.IM for better cPORp pcrfonnancc by the Unit's 
('eFORp Credits") for any Delivery Year, the Buyer shall pay such cFORp CrediLs, as 
determined by Buyer in a commercially reasonable manner, to Seller in the next invoice. 

Transfer of Product: All Products shall be transferred to Buyer in the manner specified 
by PJM or as may otherwise be reasonably requested by Buyer to document that transfer, 
together with such additional information, documentation aud other instroments as may 
be required by PJM or reasonably requested by Buyer, 

Definitions: Capitalized terms that are used, but not defined herein or in the Master 
Agreement shall have the meaning ascribed to them in the PJM Agreements. ''PJM 
Agreements"" means the PJM Open Access Transmission Tariff, the PJM Operating 
Agreement, tlie PJM Reliabihty Assurance Agreement, and any other applicable PJM 
manuals or documents, or any successor, superseding, or amended versions that may take 
effect from time to time. 

Page 2 of 3 
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Master AglcemcHt: Thi.s Confirmation is being provided pursuant to and in accordance with 
the ISDA Master Agreement supplemented with a Power Annex (collectively, tlie "Master 
Agreement") dated August I, 2005 between Seller and Buyer, and constitutes part of and is 
subject to the terms and provisions of such Master Agreement. Terms used but not defined 
herein shall have the meanings ascribed to them in the Master Agreement. 

Standard of Review: All rates, terms and conditions as specified in thi.s Confirmation 
hereunder shall remain in effect in accordance with their terms and shall not be subject to change 
through application to FERC pursuant to the provisions of Section 205 or 206 of the Federal 
Power Act. Absent the tigrcement of all parties to a proposed change, the standard of review for 
changes to any .section of the Master Agreement or any Confinuation propose<l by a pai'ty, a non­
party, or the FERC acting sua sponte, shall be the "ptiblic interest" standard of review set forth in 
United Gas Pipe Line Co. v. Mobile Gas Service Com.. 350 U.S. 332 (1956) and Federal Power 
Commission v. s'ieri-a Pacific Power Co.. 350 U.S. 348 (1956) (the "Mobile-Sierra" doctrine). 

IN WITNESS WHEREOF, the Parties have caused their duly authorized representatives to execute 
this Agreement on their behalf as ofthe date first above written. 

Duke Energy Ohio, Inc. 

Naine 

Title: Manager. Power Trading 

Fax; 

Name: V -̂̂ fî  ^.,-J^ 
Title: -^rvJutr^ 

Fax: _ ^ _ J : : J * 1 £ 5 5 V S L ' 2 
^ 

Page 3 of 3 
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X)S'&^lfi(y60^f^ 

May22.:H»i2 

Duke Eneigy (Mo, Inc. 

To Whoffl It May Concem: 

This Idler shall serve as an addendum (Addendua") to the Master Power Purchase awi Sale Ageemeiit 
Confimiation Letter altered into between Duke Eneq^y Ohio, tac and 
j ^ ^ ^ l on August 26,2011. a txspy of which is attached heieto as ExhiM A ("Agnemeot") aad upon 
executioo heieof shall become a pott of Uw Agitament. 

>MMMoa to Special OmdiHoiis: 

Mint Oflinr Requlreatflat 
OflferRequiremeaT 

shall retain the PJM Capaci9 "Must 
!emer for the contract Delivery Year. 

IN WITNESS WHEREOF, the Parties have cnis«d their duly authorized rqmscntalives to 
execute dits AddoKiam on tiieir bdialf effective as of the dale liist dwve written. 

DHIM Enugf <Ma, tmt. 

J i s £ i . & ^ 

rax: 

Nome: 

Title: c r ^ ^ 

Page I of I 
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03/13/2011 13: M 

PAse ai/B3 

H^o^'i ^•xW^i-K 
PASS Bt/03 

OONFDUIATION U S T t E R 

(wonmnJisnamvi) 
This CoDSiiniUioa Lsttn (&« "Cocdlimatliw?^ almtt c o B ^ 
26^ 2011 C*nta(k Date^ betwcett IHika Eoetgy OUa C^BI^K«0 xx̂ ^ ^ ^ H H ^ H 

legatdinc tb» saie^juti^waa ^ Qw FrndoM uodec the tanna W l coivfi^ 

BECTTALS: 

WHBKBASi Bajfv is in tnamd j ^ pn to faa^ Bolt q^octfio oajpaeHy &cn> S«tl«r i a t t a 
l)bcQiistid«ad l U ) ^ also blown aa fhA RTO £J3A £^»^ 

WHRtOBAS, g ^ intsBda to 

tenua iionsaet 

ityft»TOit^pewfiBC<yaeaytoB^ywqtiligh>gtiipMpBM 
nHuflita (coUeotivety, the •TJnha")!; wtqaolo i the 

;aad 

NOW, IHBKBFORE, ia c<H38id«atio& o f O ^ p n a ^ a n asd ttwtual covanasa set fiwth 
honlD sod flw lecej^ and suffi<^i«t^ of wfai^ are bneby aoknowledged, the Paiiles agne as 

Sedar: 
Buyer IXtiaBoGCHyOUo 
Predact: Soldact to Special Coadittona set foiih below, tiwFtodufltshaUeoiutst of U ^ 
i^peoi& Uolixoed CipaoH/JGrcas tbk Units ia tb« U ^ 
IJDA ZooA, as dflODed hgr PiM llxmi t t tw to tfaae < ^ T 0 LI3A Z o n e ^ p i D S ^ 
B^jIaWli^ AaarwBoae A| i«autn^ or aiiy aiuocssor Uinieto CKAA"). 
p ^ s s r v Yeaa, From «td including Hour Jao&tg C m ^ 0100 Eaatem Prevafllog Time 
CXQPT^ OB June 1,2012, ftmngh and taoluding BB 2400 SFT, on May 31,2013. 

Ouatttiivt I M W 

p # > e r f Palgfe RTO II>A Zone. 

Cffltfm^friW l ^ l p e r M W - d a j r 

pyfytelClHlditfoMI 

Ptodnct Sellar Miall bear all tiak anoeiatad wUh ohaagss la liw fixcod ontaga o t tfaa 
Q«tt«rKt>o& capacity IUM««oe deaijpaled liy SeUor u set £ > ^ 

Chaafas in EF< 
PJM oBorbefbn 

Oltd odngs fca the t b i t s will be flnallxed bf 
If ttw EFORd xtttiDt inpreasea fiom wbs» was 

Page I of3 
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Cbaiq^as in EFORd Ratings: Pinal EFORd ratings for the Units will be Rnsliawd by 
PJM in January piior to the statt of Ihe Oelivety Ve»r. If the EPORd ladng Increases 
irom what was tt^Ized by Buyer to calcttlRte the quwtby or f'TOdttci purthaaed under Ms 
Coofnmadon a* of the TInnle Date, liwii the Seller will provide to the Buyer a 
reptacement smaiint of uail spectfie capacity resources in MW« otfual to the nnount by 
which dM EFQKd ntilng tncreased fiom what was wiliMd on OK) Trade OHIB, but limilod 
10 {nciemefrts of 0.) MWs as dm minimal amouat The replscanient product iduUt tw 
provided by Seller through a Biteteral Unil<SpeeKie TmnsacOon (as deitned in dw PJM 
Ajpeemonts) itefon Ae dilfd laeremeMal suoUon. If die EFORd deerasses flom what 
was uiilbted by Buyer co oaloalara the quamtiy of Produet purchased' wider this 
Confirmatton as of (ho Trade Date, (ben (he Buy«r wiU provide to the Selbr • 
replacemeni amount of unit apeoifie capacity lesouraes lo MWa eqati to the amount by 
whidi Ihe BFOEtd ratii^ decreased fiom wliat was utilized on the Tinde Dale, but lunited 
to Inerements of 0.1 MWs as Uw miidinai amount t b » replacement praduci wilt be 
provided by Buyer through a Biiat«al Unlt'Speoifie Tranaaction befiHre dw third 
inercmcnal auction. 

ITie shall not I ' in the event Seller dallvets die Product between 

Odivcry year PenaWer. Seller shall be naqionsible for ali delivery year penalties 
hnposed by PJM dudng «be £M4ivc(y Year coneetidna ih* Units and thdr pertotnaice 
including, but not limitad lo. Pealt-Hour Period Avaibibillly Charge, Oeoenrtton 
Resource Test Failure Charge, any increase hi eFORd i 'nal ty Chaiyas and die Psifc 
Seaaen Maintenance Coraplianoe Pemlty Ouu^e (coHecdvely the *DsU«eiy Vtm 
Penalliea'O. i t ihe Buyer is billed by PIM ftr any Delivery Year Pemilties applicable lo 
OM Delivery Year assoetaied with 0ie Units, die Buyer shsii pay such amount to PJM and 
shall invoice Selha- for all snith chsiscs, w detmnined bf Buyer io s coRimorobii^ 
reasonable manofir, for payateaii in dwir next invoioe. In dte event diat the Buyer 
teeeivea oddidonai m o r ^ iltom PJM fbr better cFORp p«tS>ntHmce by die Units 
( ' tfORp Credits'^ fbr atqr Deliveiy Year, dHt Buyer shall pay such eFOI^ Credits, M 
determined by Buyer in a commendally rasaoosble manner, (o SoUer in die next invoice. 

Tmns t t r of Predwct: All Prodnois shidi be ttanstbrred to Buyer in the manner specified 
i ^ PJM or as may odterwise be reasonably requested by Bayer to document that transfiv, 
loielher wKb such addiUonel infotnistioo, docimumtadoR and other in^nmwnta as may 
beiisqttiredi^ PJM or rcasoi»bly reqaested by Buyer. 

Deflaitlens: Capitalized terms that era used, but not d^hied herehi or in dm Master 
Atfreemeni shall have t ie meudag escribed to them in the PJM Atroementt. 'PIM 
Agnenwnts^ mcma the PJM Opw Access TiMsmisaion Tariff, die PJM Opemtfnt 
Agreement, die PJM Rdiabilify Assurance Agteemeni^ sod any odier cpplieaUe PJM 
roairaahi or documents, or any soocessar, supeiMdiiig. or amended veraions that amy take 
el̂ foct ftom time to time. 

Page 2 of 3 
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Master ^yreeoBent; This Coniinnailon is hebig provided pursuant to and In acoordsnco widi 
the I S O A Master Agreement supplcmenltd widi a Power Arawx (coileodvely, the *^aster 
Agreement") dated August I. 2005 between SeUer imd Buyv, and condittitcs pert of and Is 
s«lqcot to the tetms and provisions of such Master AgreetiwiA Terras used but not ifeffiicd 
herein slwll have the meanings ascribed m them hi the Master Agreement 

Standard ef Rofvlewi Ail rates, terms ond conditions ss speuilled In diis Confirmation 
hereunder shell r«mam h« eflbct hi accordance with rtteir icmn and shall not be subject to change 
dirough application to P&RC punuani to die provisions or Sectinn 205 or 206 of dio Federal 
Power Act. AhseM &c agreement of ail parties to a proposed change, the stsndsnt of raview for 
changes lo any scctian of die Master Agncmoni or any ConfitmsliDn propi«ed by a party, a non-
psrty, or ihe F£ftC acting sua sponle, shall be the "pubile Interest* standard of review set ToHh In 
tJnIied a«f fine Ui>. Co. v. MtMo Oils Service Com.. 350 U.S. 332 (1956) and Fadfflll ? 9 ^ « 
Commis.fan v. Sf«T. Padfie Power Co.. 350 U.S. 348 ( l « 6 ) («iO "MoWiB^icrra- doctrine). 

(N WITNESS WHEREOF, the Partfea have caused their duly aathorized reprasenudvos to execute 
diis Agrnement on Uiob- behelf as of die date first above written. 

Dnhe lOttrgy Ohio, Inc. 

Name: I 

Tide: Managgr. iCowff Tnriing 
Fax: 

Name: 

Tide: . 

Fax: _ 

•,?tfy < ^ . - > 
•"^rtvA^T' 

-£SL::iada£x 

Page 3 of3 
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MASTER POWER PURCHASE AND SALE AGREEMENT 
CONFIRMATION LETTER 

(06/01/2012-05/31/2013) 

This Confirmation Letter (the "Confirmation") shall confirm the Transactions agreed to 
on December "7 .2011 ("Trade Date") between Duke EnerRV Ohio, Inc. ("DEO") and 

I regarding the exchange of the 
Products identified in Transaction 1 and transaction 2 below under the terms and conditions as 
follows: 

RECITALS: 

WHEREAS, DEO is interested in purchasing unit specific capacity fi-om B ^ H ^ ^^ 
Unconstrained Region also known as the RTO LDA in accordance with the terms of Transaction 
1 as defined below; 

WHEREAS, [lllllllllllll intends to supply the unit specific capacity to DEO utilizing the 
unit(s) set forth on Schedule 1 attached hereto (collectively, the "Units") subject to the terms and 
conditions of Transaction 1; 

WHEREAS, ^ I H I i i s interested in purchasing cleared buy bid capacity fi-om DEO in 
accordance with the terms of Transaction 2 as defined below; and 

NOW, THEREFORE, in consideration of the premises and mutual covenants set forth 
herein and the receipt and sufficiency of which are hereby acknowledged, the Parties agree as 
follows: 

Transaction 1 

Seller: 

Buyer: Duke Energy Ohio, Inc. 

Product: Subject to Special Conditions set forth below, the Product shall consist of Unit 
Specific Unforced Capacity fi-om the Units in the Unconstrained Region also known as the RTO 
LDA, as defined by PJM from time to time ("RTO LDA"), pursuant to the PJM Reliability 
Assurance Agreement, or any successor thereto ("RAA"). 

Delivery Year; From and including Hour Ending ("HE") 0100 Eastern Prevailing Time 
("EPF') on June 1,2012, through and including HE 2400 EPT, on May 31,2013. 

Quantity; ^ H M W 

Delivery Point; RTO LDA. 

Contract Price; $ H H p e r MW-day 

Transfer Deadline: Seller shall transfer the Product to Buyer on or beforel 
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Special Conditions; 

Delivery Year Penalties: Seller shall be responsible for all delivery year penalties imposed by 
PJM during the Delivery Year concerning the Units and their performance including, but not 
limited to, Peak-Hour Period Availability Charge, Generation Resource Test Failure Charge, any 
increase in eFORd Penalty Charges and the Peak Season Maintenance Compliance Penalty 
Charge (collectively the 'Delivery Year Penalties"). If the Buyer is billed by PJM for any 
Delivery Year Penalties applicable to the Delivery Year associated with the Units, the Buyer 
shall pay such amount to PJM and shall invoice Seller for all such charges, as determined by 
Buyer in a commercially reasonable manner, for payment in their next invoice. In the event that 
the Buyer receives additional monies fix)m PJM for better eFORp performance by the Units 
('eFORp Credits") for any Delivery Year, the Buyer shall pay such eFORp Credits, as 
determined by Buyer in a commercially reasonable manner, to Seller in the next invoice. 

Transaction 2 

Seller; Duke Energy Ohio 

Buyer; 

Product: Subject to Special Conditions set forth below, the Product shall consist of Planning 
^^^f /mt / l^Cleaied Buy Bid Capacity fi-om the PJM "̂̂  Incremental RPM auction for the 
Unconstrained Region also known as the RTO LDA , as defined by PJM from time to time 
("RTO LDA "), pursuant to the PJM Reliability Assurance Agreement, or any successor thereto 
("RAA"). 

Delivery Year: From and including Hour Ending ("HE") 0100 Eastern Prevailing Time 
("EPT') on June 1, 2012, through and including HE 2400 EPT, on May 31, 2013 (PJM Planning 
Year 2012-2013). 

Quantity; H M W 

Delivery Point; RTO LDA 

Contract Price; Contract Price: S ^ ^ per MW-Day which shall be paid pursuant to the 
Settlement Procedure set forth below. 

Settlement Procedure: The Settlement Procedure shall be as follows: Since PJM invoices 
the Buyer for the Incremental Auction Charges, upon transfer of the Product to the Buyer in 
PJM's eRPM System, the Seller will be released from the Incremental Auction Charge 
associated mth the respective Quantity of Product sold hereunder, and the Buyer shall pay 
directiy to PJM the Incremental Auction Charge of $ SJ^fl. 
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GENERAL COMMERCIAL TERMS (Transaction 1 and 2). 

Definitions: For the purposes of this Confirmation, "PJM" shall mean PJM Interconnection 
LLC or any successor thereto. Capitalized terms that are used, but not defined herein or in the 
Master Agreement shall have the meaning ascribed to them in the PJM Agreements. "PJM 
Agreements" means the PJM Open Access Transmission Tariff, the PJM Operating Agreement, 
the PJM Reliability Assurance Agreement, and any other applicable PJM manuals or documents, 
or any successor, superseding, or amended versions that may take effect from time to time. 

Transfer of Product: All Product shall be transferred to Buyer in the manner specified by PJM 
or as may otherwise be reasonably requested by Buyer to document that transfer, together with 
such additional information, documentation and other instruments as may be required by PJM or 
reasonably requested by Buyer. 

Master Agreement: This Confirmation is being provided pursuant to and in accordance with 
the ISDA Master Agreement supplemented with a Power Annex (collectively, the "Master 
Agreement") dated March 1, 2011 between Seller and Buyer, and constitutes part of and is 
subject to the terms and provisions of such Master Agreement. Terms used but not defined 
herein shall have the meanings ascribed to them in the Master Agreement. 

Standard of Review; All rates, terms and conditions as specified in this Confirmation 
hereimder shall remain in effect in accordance with their terms and shall not be subject to change 
through application to FERC pursuant to the provisions of Section 205 or 206 of the Federal 
Power Act. Absent the agreement of all parties to a proposed change, the standard of review for 
changes to any section ofthe Master Agreement or any Confirmation proposed by a party, a non­
party, or the FERC acting sua sponte, shall be the "public interest" application of the "just and 
reasonable" standard of review set forth in United Gas Pipe Line Co. v. Mobile Gas Service 
Corp.. 350 U.S. 332 (1956) and Federal Power Commission v. Sierra Pacific Power Co.. 350 
U.S. 348 (1956) and clarified in Morgan Stanley Capital Group. Inc. v. Public Util. Dist. No. 1 of 
Snohomish 554 U.S. 527 (2008) (the "Mobile-Sierra" doctrine). 

IN WITNESS WHEREOF, the Parties have caused their duly authorized representatives to 
execute this Confirmation on their behalf as ofthe date first above written. 

Duke Energy Ohio, Inc. 

By: 

Name 

Tide: President 

By: 

Name: Bryan L. Gamett 

Title: Power Trader 
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Schedule I 

The Units shall consist ofthe following: 
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MASTER POWER PURCHASE AND SALE AGREEMENT 
CONFIRMATION LETTER 

(06/01/2013-05/31/2014) 

This Confirmation Letter (the "Confirmation") shall confirm the Transactions agreed to 
on December -? . 2011 ("Trade Date") between Duke Energy Ohio, Inc. ("DEO") and 

[regarding the exchange ofthe 
:'roducts identified in iransaction 1 and transaction 2 below under the terms and conditions as 
follows: 

RECITALS: 

WHEREAS, DEO is interested in purchasing imit specific capacity from ̂ ^ ^ | in the 
Unconstrained Region also known as the RTO LDA in accordance with the terms of Transaction 
1 as defined below; 

WHEREAS, ̂ H ^ l intends to supply the unit specific capacity to DEO utilizing the 
unit(s) set forth on Schedule 1 attached hereto (collectively, the "Units") subject to the terms and 
conditions of Transaction 1; 

WHEREAS, H H H is interested in purchasing cleared buy bid capacity from DEO in 
accordance with the terms of Transaction 2 as defined below; and 

NOW, THEREFORE, in consideration of the premises and mutual covenants set forth 
herein and the receipt and sufficiency of which are hereby acknowledged, the Parties agree as 
follows: 

Transaction 1 

Seller: 

Buyer: Duke Energy Ohio, Inc. 

Product: Subject to Special Conditions set forth below, the Product shall consist of Unit 
Specific Unforced Capacity from the Units in the Unconstrained Region also known as the RTO 
LDA, as defined by PJM from time to time ("RTO LDA"), pursuant to the PJM Reliability 
Assurance Agreement, or any successor thereto ("RAA"). 

Delivery Year; From and including Hour Ending ("HE") 0100 Eastern Prevailing Time 
("EPT') on June 1,2013, through and including HE 2400 EPT, on May 31,2014. 

Quantity: I H M W 

Delivery Point: RTO LDA. 

Contract Price; 4 1 ^ 1 per MW-day 

Transfer Deadline: Seller shall transfer the Product to Buyer on or before | 

Special Conditions; 
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Delivery Year Penalties: Seller shall be responsible for all delivery year penalties imposed by 
PJM during the Delivery Year concerning the Units and their performance including, but not 
limited to, Peak-Hour Period Availability Charge, Generation Resource Test Failure Charge, any 
increase in eFORd Penalty Charges and the Peak Season Maintenance Compliance Penalty 
Charge (collectively the 'Delivery Year Penalties"). If the Buyer is billed by PJM for any 
Delivery Year Penalties applicable to the Delivery Year associated with the Units, the Buyer 
shall pay such amount to PJM and shall invoice Seller for all such charges, as determined by 
Buyer in a commercially reasonable manner, for payment in their next invoice. In the event that 
the Buyer receives additional monies torn PJM for better eFORp performance by the Units 
('eFORp Credits") for any Delivery Year, the Buyer shall pay such eFORp Credits, as 
determined by Buyer in a commercially reasonable maimer, to Seller in the next invoice. 

Transaction 2 

Seller; Duke Energy Ohio, Inc. 

Buyer: I 

Product: Subject to Special Conditions set forth below, the Product shall consist of Planning 
Year 2013-2014 Cleared Buy Bid Capacity from the PJM I'' Incremental RPM auction for the 
Unconstrained Region also known as the RTO LDA, as defined by PJM from time to time 
("RTO LDA"), pursuant to the PJM Reliability Assurance Agreement, or any successor thereto 
("RAA"). 

Delivery Year; From and including Hour Ending ("HE") 0100 Eastern Prevailing Time 
C'EPP') on June 1,2013, through and including HE 2400 EPT, on May 31,2014 (PJM Planning 
Year 2013-2014). 

Quantity; ^ B M W 

Deliverv Point; RTO LDA 

Contract Price; Contract Price: $ ^ ^ | per MW-Day which shall be paid pursuant to the 
Settlement Procedure set forth below. 

Settlement Procedure: The Settlement Procedure shall be as follows: Since PJM invoices the 
Buyer for the Incremental Auction Charges, upon transfer of the Product to the Buyer in PJM's 
eRPM System, the Seller will be released fix)m the Incremental Auction Charge associated with 
the respective Quantity of Product sold hereunder, and the Buyer shall pay directiy to PJM the 
Incremental Auction Charge of $'. 

GENERAL COMMERCIAL TERMS fTransaction 1 and 2). 

Definitions: For the purposes of this Confirmation, "PJM" shall mean PJM Interconnection 
LLC or any successor thereto. Capitalized terms that are used, but not defined herein or in the 
Master Agreement shall have the meaning ascribed to them in the PJM Agreements. "PJM 
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Agreements" means the PJM Open Access Transmission Tariff, the PJM Operating Agreement, 
the PJM Reliability Assurance Agreement, and any other applicable PJM manuals or documents, 
or any successor, superseding, or amended versions that may take effect from time to time. 

Transfer of Product: All Product shall be transferred to Buyer in the manner specified by PJM 
or as may otherwise be reasonably requested by Buyer to document that transfer, together with 
such additional information, documentation and other instruments as may be required by PJM or 
reasonably requested by Buyer. 

Master Agreement; This Confirmation is being provided pursuant to and in accordance with 
the ISDA Master Agreement supplemented with a Power Annex (collectively, the "Master 
Agreement") dated March 1, 2011 between Seller and Buyer, and constitutes part of and is 
subject to the terms and provisions of such Master Agreement. Terms used but not defined 
herein shall have the meanings ascribed to them in the Master Agreement. 

Standard of Review; All rates, terms and conditions as specified in this Confirmation 
hereunder shall remain in effect in accordance with their terms and shall not be subject to change 
through application to FERC pursuant to the provisions of Section 205 or 206 of the Federal 
Power Act. Absent the agreement of all parties to a proposed change, the standard of review for 
changes to any section ofthe Master Agreement or any Confirmation proposed by a party, a non­
party, or the FERC acting sua sponte, shall be the "public interest" application ofthe "just and 
reasonable" standard of review set forth in United Gas Pipe Line Co. v. Mobile Gas Service 
Corp.. 350 U.S. 332 (1956) and Federal Power Commission v. Sierra Pacific Power Co.. 350 
U.S. 348 (1956) and clarified in Morgan Stanley Capital Group. Inc. v. Public Util. Dist. No. 1 of 
Snohomish 554 U.S. 527 (2008) (tiie "Mobile-Sierra" doctiine). 

IN WITNESS WHEREOF, the Parties have caused their duly authorized representatives to 
execute this Confirmation on their behalf as ofthe date first above written. 

Duke Energy Ohio, Inc. 

By: - ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ H j ^ H ^ B y : -̂ t̂,.̂  ,̂ h^.r.J^ 
N a m e T ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ H ^ Name: Bryan L. Gamett 

Title: President Title: Power Trader 
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Schedule 1 

The Units shall consist ofthe following: 
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MASTER POWER PURCHASE AND SALE AGREEMENT 
CONFIRMATION LETTER 

(06/01/2014-05/31/2015) 

This Confirmation Letter (the "Confirmation") shall confirm the Transaction agreed to on 
June 17. 2011 ("Trade Date") between Duke Energy Ohio, Inc. ("Buyer") and H | | [ ^ H | 

IC'Seller") regarding the sale/purchase ofthe Product under 
the terms and conditions as follows: 

RECITALS: 

WHEREAS, Buyer is interested in purchasing unit specific capacity from Seller in the 
Unconstrained Region also known as the RTO LDA Zone; 

WHEREAS, Seller intends to supply the unit specific capacity to Buyer utilizing the units set 
forth on Schedule 1 attached hereto (collectively, the "Units") subject to the terms and conditions 
set forth below; and 

NOW, THEREFORE, in consideration of the premises and mutual covenants set forth 
herein and the receipt and sufficiency of which are hereby acknowledged, the Parties agree as 
follows: 

GENERAL COMMERCIAL TERMS. 

Seller: 

Buyer: Duke Energy Ohio, Inc. 

Product: Subject to Special Conditions set forth below, the Product shall consist of Unit 
Specific Unforced Capacity from the Units in the Unconstrained Region also known as the RTO 
LDA Zone, as defined by PJM from time to time ("RTO LDA Zone"), pursuant to the PJM 
Reliability Assurance Agreement, or any successor thereto ("RAA"). 

Delivery Year: From and including Hour Ending ("HE") 0100 Eastern Prevailing Time 
("EPT') on June 1,2014, through and including HE 2400 EPT, on May 31,2015. 

Quantity: H H ^ ^ 

Deliverv Point: RTO LDA Zone. 

Contract Price: $^^|/mw-day 

Special Conditions: 

Product: Seller shall bear all risk associated with changes in the forced outage of the 
Generation Capacity Resource designated by Seller as set forth below. 

Page 1 of4 
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Changes in EFORd Ratings: Final EFORd ratings for the Units will be finalized by 
PJM in January prior to the start of the Delivery Year. If the EFORd rating increases 
from what was utilized by Buyer to calculate the quantity of Product purchased under this 
Confirmation as of the Trade Date, then the Seller will provide to the Buyer a 
replacement amount of unit specific capacity resources in MWs equal to the amount by 
which the EFORd rating increased from what was utilized on the Trade Date but, limited 
to increments of 0.1 MWs as the minimal amount. The replacement product shall be 
provided by Seller through a Bilateral Unit-Specific Transaction (as defined in the PJM 
Agreements) before the third incremental auction. If the EFORd decreases from what 
was utilized by Buyer to calculate the quantity of Product purchased under this 
Confirmation as of the Trade Date, then the Buyer will provide to the Seller a 
replacement amount of unit specific capacity resources in MWs equal to the amoimt by 
which the EFORd rating decreased from what was utilized on the Trade Date but, limited 
to increments of 0.1 MWs as the minimal amount. The replacement product will be 
provided by Buyer through a Bilateral Unit-Specific Transaction before the third 
incremental auction. 

Delivery Year Penalties: Seller shall be responsible for all delivery year penalties 
imposed by PJM during the Delivery Year concerning the Units and their performance 
including, but not limited to, Peak-Hour Period Availability Charge, Generation Resource 
Test Failure Charge, any increase in eFORd Penalty Charges and the Peak Season 
Maintenance Compliance Penalty Charge (collectively the 'Delivery Year Penalties"). If 
the Buyer is billed by PJM for any Delivery Year Penahies applicable to the Delivery 
Year associated with the Units, the Buyer shall pay such amount to PJM and shall invoice 
Seller for all such charges for payment in their next invoice. In the event that the Buyer 
receives additional monies from PJM for better eFORp performance by the Units 
('eFORp Credits") for any Delivery Year, the Buyer shall pay such eFORp Credits to 
Seller in the next invoice. 

Transfer of Product: All Product shall be transferred to Buyer in the manner specified 
by PJM or as may otherwise be reasonably requested by Buyer to document that transfer, 
together with such additional information, documentation and other instruments as may 
be required by PJM or reasonably requested by Buyer. 

Definitions: Capitalized terms that are used, but not defined herein or in the Master 
Agreement shall have the meaning ascribed to them in the PJM Agreements. "PJM 
Agreements" means the PJM Open Access Transmission Tariff, the PJM Operating 
Agreement, the PJM Reliability Assurance Agreement, and any other applicable PJM 
manuals or documents, or any successor, superseding, or amended versions that may take 
effect fix)m time to time. 

Master Agreement; This Confirmation is being provided pursuant to and in accordance witii 
the ISDA Master Agreement supplemented with a Power Annex (collectively, the "Master 
Agreement") dated March 1, 2011 between Seller and Buyer, and constitutes part of and is 

Page 2 of4 
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subject to the terms and provisions of such Master Agreement. Terms used but not defined 
herein shall have the meanings ascribed to them in the Master Agreement. 

Standard of Review: All rates, terms and conditions as specified in this Confirmation 
hereunder shall remain in effect in accordance with their terms and shall not be subject to change 
through application to FERC pursuant to the provisions of Section 205 or 206 of the Federal 
Power Act. Absent the agreement of all parties to a proposed change, the standard of review for 
changes to any section ofthe Master Agreement or any Confirmation proposed by a party, a non­
party, or the FERC acting sua sponte, shall be the "public interest" standard of review set forth in 
United Gas Pipe Line Co. v. Mobile Gas Service Corp.. 350 U.S. 332 (1956) and Federal Power 
Commission v. Sierra Pacific Power Co.. 350 U.S. 348 (1956) (tfie "Mobile-Sierra" doctrine). 

IN WITNESS WHEREOF, the Parties have caused their duly authorized representatives to execute 
this Agreement on their behalf as ofthe date first above written. 

Dui<e Energy Oliio, Inc. 

Name: 

President 

Phone No: 

Fax: 

„.̂ , President, Duke Energy Commercial 
llue: Asset Management 

Phone No: 513.419.5467 

Fax: 513.419.5914 

Page 3 of4 
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Sjchedule 1 

The Units shall consist ofthe following: 
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iĴH • > 3 
LO U . 2 

S O - t j 

y o • « 

p< 
a 
tn 
ca 

i| 
IU 

s o 

2 
s 

o 

c=2 - a 
60 3 

2 
o 
3 
IU 

.S ta 

•tt 00 . 2 
ca ~ .c 
w CN O 
IU OO 3 
•frt > ^ ' - n 

-^ O !U 

•§ § ^ 
CS . S CO 
3 5 2 
O '^ o 

•.S 3 JS 
2 -2 .3 
2 0 . 2 
( 5 0 < ^ 

C> 

*: 
CZI 

U 
O 
Q 



s 
VI 

<ii 

S 

u 

s 

s 

S 

0 

IT) 
F H 
o 

o 

s 
.2 
u 

s 

o 

• * IU 

ca IU 

" O HH 

> '̂S 

";S -o P̂  

« VM 

"̂ ^ S 
ID CN 

.S ^ ' - ' -3 > 

S 
cn 
V 

Pi 
8 

_o 
'.C 
u s 

8 

s 
u 
u 
w 
8 

O 

o 
CN 

q 
s 
s 
s 

, 0 

IU 

o 

CO ^ 

>3 (so 
fc .s 
2 ^ 
3 

o 
3 
< 

-So 

. 5 OH 

CO (U 
W 3 

IU 

fc 

Q 

O 

c _ 3 
<: "o 3 
^^ u 3 
• 0 2 2 ^ 
ta o , ^ 
3 ^ s 
S o u 
£ 2 >< 
3 ^ W 

1 : .2 -o 
(U " ^ <-> 

•2 O -^j 

w a; 

00 '.3 

^ c 2 
rn f« 
CN 

(4-4 * i 

o 2 
Z 3 -'•^ 
2 M 

l4 

ca 
Q 

o <>̂  ^ o 
CN 

00 

^ 2 
^-1 . & 
CN C 

IU 

t « t—I 

o o 
t a t n 

2 "̂  

IU 3 
s-l • - " 

f5 =" 
W IU 

"̂  n -

1 - 1 

fc 

Q 

O 

m 
o" 
tq 
< 

2 « 
• ^ * - • 

., o 

Q J 
n, 
S 
o 
o 

IU .^.- ri -. 4lj +J . 0 

M CO 

in Si o 
« IU 
(U -fi 
•2 3 
O- . 

3 u 
'E > 
ta - ^ 
IU o 

IU CO 
U IU 
fc-l fc-
3 ., 
O >> 
50 ca 

.s >-

O o 
IU 1> 

CN 
^ CO 

«/5 

IU "^L 

CO cr" 

2 ^ g ^ 
2 N ^ 

ta „ 

— < k — 1 
o 
ca "T. 

O 
O 

0) >-. 
fc- ca 

§i 
N ' ^ 

IU ' ^ 

3 *^ 
CO — - j 

3 C 

S ! s 

^ ^ 
bO t i •g ^ 
tS - o 

_U (U 

• 3 JS 
(U w 

- 3 "o 
on 3 
IU O 

a '-̂  

§ « 
00 3 

ci­
te 
o 

3 
3 
3 

< 
3 
cB 
fc-
<U 

s 
s 
3 

IU 

3 u 

o 
I 

in 
fc 
w 

ca 
Q 

>o 
>o 
r—I 

* < ^ 
>^ 
ca 
Q 

I 

O ^ 
Q 

„ 
yl 
0 
W 

1, 
ca 

Q 

iri 
«>̂  
ta 

Q 

^ 

ro 
0 
C5 
«>e 

.2 u • - s 
3 u 

•Jo <N 

3 " ^ 
O «^ 

' — ' CO 

o s 
w ^ 

fc ca 
fc CJ 

'-^ 2 

IU 

o 
00 

M ca 
3 3 
o o 

> 'B. 

3 
ta 

^ (U 

3 3 
ta ta 

'2 S 
"S >> 
Ja . t i 
^ 2 
« " 

"« 3 

(N 
O 
t~-_̂  
CN 
•o 

IU 
on 
ta 
u 

•T3 
3 
cS 

CJ 

ca 

o 

-^ -a o S -5 
(u Cii 

.!-> (U 
o o 
+-' ca 

-2 u 
^ fc-

(u !> 

IU 

C/3 2 

«= r<r 
^ t + . -
• * o 
= ® ^ 

S - 3 
on 2 

2 s 
j 2 ta 

o <u 

5 ca 
.^^ o 
• Q 4-» 

Si =« 
_U O 

o I 
* - » Cfci 

_ " CO o -s 
H 3 
csi . & 
IU o 

•fc t 
^ g. 
4> Ci. 

:S ^ 
^ S 
CO ' ^ 

O O 
fc- ^ H 

1) B 

fc -a 
., <u 

O 3 

Oi ;< 

C IU 

u o 
-3 P 
CO n. 
o x^ 
< .2 

U Q-

is 
3 vo 

fci 00 

>> 3 
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